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ON NEW HORIZON 


Across the new horizon of mod- 
ern high-speed travel has flashed 
a new luminary — the “Comet” 
of the New York, New Haven & 
Hartford Railroad. This ultra- 
modern streamlined flyer meets 
a mile-a-minute schedule daily 
over the 44-mile Boston-Provi- 
dence run. Its speed and com- 
fort are the result of new 
standards in design, engineering 
and construction. And though 
the hands and brains of a hun- 
dred different industries assisted 
in its creation, its motive power 
and electrical equipment were 


entrusted to West- 
inghouse alone. 
Two 400-horse- 
power Westing- 
house - Diesel en- 
gines, with direct- 
connected generators, transmit 
current to the Westinghouse 
motors which drive the three-car 
“Comet” over the flying rails. 
Auxiliary generators provide 
complete lighting and air con- 
ditioning, with Westinghouse 
apparatus meeting every need 
for comfort and convenience. 
Westinghouse points to 


50 YEARS OF ACHIEVEMENT 


Complete motive - power 
and electrical equipment 
for the New York, New 
Haven & Hartford’s 
**Comet” was furnished by 
Westinghouse — pioneer in 
railroad electrification and 
street-railway develop- 
ment. 


its work on the “Comet” as 
further evidence of this organi- 
zation’s service to the Transpor- 
tation Industry—a service in 
which 50 years ofexperience have 
created many tangible achieve- 


ments plus an ever-increasing 
ability to solve the problems of 
the present and future. West- 
inghouse Electric & Mfg. 
Co., East Pittsburgh, Pa. 
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FOUNDED BY OTTO GUENTHER IN 1902 
The Financial World was established to diffuse the truth about investments, has con- 


stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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There are only four all-first-class solid- 
Pullman trains between Chicago and 
California. Three of the four are Santa 
Fe trains—following the shortest route, 
running over the only line under single 
management all the. way, maintaining 
traditions of fine service that reach 
back for half a century. os 

THE SUPER CHIEF we 
First of the Diesel-drawn 3934 hour California 
fliers, leaving Chicago each Tuesday evening, 
Los Angeles Friday evening. Westbound, it brings 
the Pacific within one business day of Chicago, 
two of New York. Eastbound, desk-tied execu- 
tives need lose only Soturday morning, coast 
to coast. The extra fore is $10. 


THE CHIEF 
The Chief is without competition in its field. For 
years it has been the finest, the fastest by 
many hours, and the only extra fare daily train 
between Chicago ond Colifornio. 


CALIFORNIA LIMITED 


Third in the Santa Fe trio of all-Pullman Cali- 
fornia trains is the daily California Limited, 
known to transcontinental travelers for over 
forty years, and without extra fore. 

It scarcely needs saying that these fine trains 
are air-conditioned, with Fred Harvey dining 
car service. ; 


PHOENIX—PALM SPRINGS 


For the approaching win- 
ter season, new sched- 
ules will permit the 
fastest and most con- 
venient service to Phoe- 
nix, and for Palm Springs, 
in Santa Fe history. 


W. J. BLACK, P. T. M. 
Santa Fe Systems Lines, 
1018 Railway Exchange Bldg. 
Chicago, Illinois 
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Recently developed equipment... cants for innumerable railroad 
improved methods...alert man- uses, Texaco takes an active part 
agement have vastly increased the in maintaining and improving rail- 
efficiency of the railroads today. road efficiency. Texaco’s leader- . 
Texaco lubrication keeps step ship in this field is the natural 
with railroad progress. By pro- result of twenty-five years of 
viding dependable, superior lubri- specialized railroad experience. 


THE TEXAS COMPANY 
TEXACO RAILROAD LUBRICANTS 


To Owners — 


Executives of Industrial C orporations 
or their legal representatives. 


A financial client of this firm is in position to 
negotiate additional substantial capital require- 
ments for such businesses that can show a record 
of able management, increasing markets and earn- 
ings, and enjoy a high rating in their respective 
fields. Communications will be held in strictest 
confidence by our client. Address Box 32, c/o 
Albert Frank - Guenther Law, Inc., Advertising, 
131 Cedar Street, New York. 
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Dividends Declared 


Regular 
Company Rate 
Am. Maize Products............ 
Atlantic Coast Line R. pf... .$2.50 
Consolidated Oil............... 15c 
Dixon (Jos.) Crucible............ $1 
Easy Washing Mach.A....... 
Gen. Stockyards............... 
$1.50 
Glen Alden Coal............... 25e 
Gotham Silk dh 7% pf... .$1.75 
Gold & Stock Tel............. $1.50 
Gulf Power Co. $6 pf.......... $1.50 
1 
Fin. Corp. A. ......:. 75¢ 
Interstate Dept. $1.75 
$1.50 
_ .$1.50 
Steel & Wire. .. 
Knott Corp.......... ...10¢ 
Lane Bryant 7%pf. . $1.75 
Lerner Stores...... .. 
1.62144 
30¢ 
Louisville (ky. .)G.& E.7% pf. 75 
Macndrews & Forbes.......... 50c 
$1.50 
Mass Lightg. Cos .............- 75¢ 
Mississippi Pr. 97 letpf....... $1.75 
1.50 
Lt, 37¢ 
Nat’l Cash Register.......... 12%c 
25¢ 
$1 
Devt $1.25 
et Sound P.& L. $5 pf..... $1.25 
374c 
Schenley Distillers............. 75¢ 
Seeman Bros... 
Sharon Steel pf............... $1.25 
Stand. Cap & Seal.............. 60c 
So. IndianaG.& E.7% pf..... $1.75 
6.6% pf....... $1.65 
1.50 
Un. Gas Pub. $1.50 
U.S. Hoffman pf.............. 6834c 
87l4c 
Westinghouse Air Brake......... ae 
25e 


Accumulated 


Central States Elec. 7% pf. 


0 7% /0 pf 

Public Serv. $6 
| $7.20 
Gotham Silk Hosiery............ $1 
Sterling Securities Ist pf......... $3 
Extra 
50c 
Consolidated Oil...........:... 
Easy Washing Mach......... be 
Lerner Stores.......... 
Increased 
Bangor Hydro-Elec............ 25e 
Bklyn-Man. Trans.............. $1 
Greenfield Tap & Die pf.......... $2 
Stroock (8.) &Co.............- 75¢ 
Superheater Co................ 
Initial 
Clorox Chem.Co............... 65¢ 
Resumed 
Interstate Dept. Stores......... 50c 
Lion Oil Refining............... 50c 
Smith (L. C. v3 Corona Type- 
25¢ 
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Market Situation 


Increasing uncertainties over-seas have tended to obscure the very encourag- 
ing general picture in this country. Political campaigns will reach a peak in 
October, but indications are that business no longer will be the whipping boy. 


OMESTIC developments would doubtless be en- 
gendering greater stock market enthusiasm were 
jt not for continued uncertainties abroad. The Spanish 
situation continues to be a factor, of course, another 
hino-Japanese war is threatened, and more recently 
here has arisen renewed concern over the future of the 
Srrench franc and the currencies of the remaining mem- 
ners of the gold bloc. But the general picture in this 
ountry is such as to discourage any significant volume 
of liquidation of securities. No change has occurred in 
he favorable business situation, and nothing has ap- 
peared on the horizon to suggest any early halt in the 
generally upward trend of volumes and profits. Current 
political events are more encouraging than otherwise. 
ile even the more optimistic of those opposed to the 
Ppolicies of the present Administration do not look for 
he November results to agree with the huge Republican 
majorities now being shown by some of the prominent 
straw polls, the figures do continue to encourage the 
belief that the actual election will constitute no “mandate” 
ocontinue the New Deal. 


HAT the Administration itself is recognizing the 
fact that the general public is tiring of efforts to 
remake the country is found in recent conciliatory moves 
‘toward business, one of the most important of which 
ay turn out to be the coming conference concerning 
TVA policies. Moreover members of Congress are usu- 
ally in much closer personal contact with the voters 
than the Executive branch of government, and many 
members who will be reelected to the coming Congress 


will return to Washington unwilling to vote for further 


radical legislation. These trends are already increasing 
business confidence, and later on the stock market should 
show greater reflection thereof. 


b hrse a couple of weeks reports of third quarter 
earnings will begin making their appearance, and 
these exhibits promise to provide very encouraging com- 
parisons with the results of a year ago. Taxes and other 
costs of operation have risen materially—and will con- 
tinue to do so—but business volumes are expanding suffi- 
ciently in the great majority of industries to permit 
earnings to rise substantially. Very shortly we should 
be witnessing a much larger flow of extra and increased 
dividends forced by the new tax law, and in addition to 
their effect on stock prices these higher payments should 
further increase retail trade and general business inas- 
much as the bulk of the payments will doubtless be placed 
immediately in circulation by stockholders. 


"Tas. whatever the near term effect on stock prices 
of such a development as franc devaluation, the longer 
range market aspect remains favorable. Retention of 
promising issues continues to be fully warranted, and 
any technical price adjustment that may occur could 
well be utilized by those whose investment portfolios may 
be deficient in certain types of advantageously situated 
securities. Preference is still given to issues represent- 
ing companies in good financial position whose earnings 
have substantial room for further improvement before 
they attain levels that may be regarded as normal. 
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Trend 
Things 


Business: 


One reflection of improvement in the general busi- 
ness situation is found in the freight car loadings 
figures for the week ended September 12, which showed 
a total of 73 cars ahead of the same week of 1935 
despite the fact that—because of Labor Day—that week 
this year had one less business day than it did in 1935. 
Taking the two weeks ended September 12, the gain 
Over a year ago was about 15 per cent. In other 
directions also, the figures attest to the fact that busi- 
ness is materially above its levels of this time last 
year. Electric power output for the latest week estab- 
lished a new high record for all time, and was 17 per 
cent up from last year. For the first half of September, 
contracts for new construction were let at the rate of 
$9.94 million a day, up more than 40 per cent from the 
$6.97 million daily rate of the same month of 1935. 
Inasmuch as the automobile industry is now in its 
“change-over” period, preparatory to introducing new 
models, comparisons here mean little, but for those who 
want the figures the estimated 26,640-unit output in 
the September 19 week was better than 110 per cent 
ahead of the same week a year ago. (For the first 
eight months of the year, the improvement was 14 per 
cent.) Further gains in general business are indicated 
for the weeks ahead, but the percentage of improvement 
over 1935 performance will not be as great as it has 
been so far this year. The reason is, of course, that 
business in the last three months of 1935 was experi- 
encing a vigorous upward trend, as is shown by the 
chart on this page. 


Rail Earnings: 


Reports of August railroad earnings began coming 


to hand last week. Although the gains over a year ago 
were not as striking as those shown by the July figures, 
the trend nevertheless was toward sharply higher levels. 
The first dozen roads to report for last month showed 
aggregate operating revenues up about 20 per cent over 
the figure for the same month of last year, and that 
gain was translated into an increase of about 35 per 
cent in net operating income. In July, the same roads 
showed an increase of 29 per cent in revenues and 93 
per cent in net. A reason for the fact that early August 
returns have not shown as large gains in net as those 
of the preceding months is found in the fact that some 
of the roads are increasing their maintenance expendi- 
tures, Union Pacific, for instance, expanding that~ ex- 
pense item by a little more than $1 million over August 
of 1935. 


French Francs: 


French abandonment of the gold standard now seems 
to be an early probability, and what the effects thereof 
would be on our own security markets is conjectural. 
But the threat of devaluation by the remaining members 
of. the gold bloc has existed so long, and been so widely 
recognized, whatever the immediate effects here they 


will doubtless prove to be but temporary. From a 
longer term aspect, devaluation would probably lead 
te one of two sets of cenditions: First, revaluation of 


the franc and its satellites—following a brief pe 
during which the currencies would find more yy, 
levels—could pave the way for international agreem, 
on currency stabilization. Achievement of such me 
would provide a firmer foundation on which World-yi 
business improvement could proceed at an accelersty 
pace. Lack of success in working out such an ag ; 
ment, on the other hand, could well open the gatas, 
a new race in monetary devaluation among the Varig 
nations—the United States, perhaps, included. (Pres,, 
laws permit a further cut in the gold content of yf 


Septet 


dollar, equivalent to a little more than nine cents B 


the old parity.) However deplorable such a tq 
might be, its result would be a renewal of inflation, 
psychology and higher prices here for the “inflatisft 
beneficiary” type of common stocks. That type inelyjs 
representatives of the extractive industries (miniy 
and oil) and others which are able quickly to adjue 
their sales prices upward. Such companies as railroi 


and public utilities, which operate under comparatiy§. 


inelastic rate schedules, would of course be advergif 
affected by the rising costs to which more inflatiy 
would lead. 


TVA: 
Enthusiasm over the prospect of private utility con 


bo 
= 


panies working out a power pooling agreement with tha. 


TVA—for which President Roosevelt has called a eq 


ference September 30—was short lived if one is 4p. 


judge by the market action of the utility stocks la: 


week. Reasons are not lacking for scepticism concen 


ing the value of the results of such a conference, by): 


the more optimistically minded can find phrases in th 
President’s announcement which encourage belief tha 
the TVA would henceforth limit expansion of it 
activities to the wholesale field, leaving retail distrib, 
tion to the established private companies. A principi 
beneficiary of an equitable agreement with the TV) 
concerning disposal of the latter’s power would be, i 
course, Commonwealth & Southern, whose southern su 
sidiaries now have a contract with the TVA—whit 
contract expires November 3 next—binding the privat: 
companies and the public agency to respect each other’ 
territories. In the absence of any further agreement, 
expiration of that contract would doubtless mean lox 
of considerable business by the Commonwealth com: 
panies which operate in the TVA sphere of influence. 
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WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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JUNE 
THE: COMPONENTS: This is an unweighted index of industrial activity, newgbuilding 
contracts, electric power production, automobile output, steel mill activity, and merchandise 
_ miscellaneous and less-than-carload freight traffic. 
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New achievements in modernization, speed, efficiency and comfort have been the railroads’ contribution... . 


After the Interlude 


That the railroads can stage an impressive recovery is 
clearly demonstrated by the steady gain in car loadings, 


now again at the pay point. 


Their progress was inter-. 


rupted only by the interlude marking the period of the 


depression. 


The gloomy prophecies of the Jeremiahs 


of Pessimism have been dissipated. 


By Louis GUENTHER 
Publisher, THE FINANCIAL WORLD 


WHEN the depression hit indus- 
try with its cyclonic force the 
railroads felt its impact severely. 
They were more seriously affected 
than other industries for the reason 
that they were unable to adapt them- 
selves to the retrogressive tide, due 
in part to the fact that they were 
regulated by the paternal hand of 
government. With their rates fixed 
and operating expenses inelastic, 
deficits loomed larger and distorted 
the real picture. The heavy hand of 
fixed charges and taxes also bore 
down upon the overcapitalized prop- 


_ erties, a burden so heavy it could not 


be lifted without precipitating most 
of the sick sisters into receivership. 


Pessimists Disappointed 


During this cloud of gloom in 
which the entire country was en- 
shrouded there were many timid 
souls whose weak spirits could not 
see that there is a sun behind every 
bank of clouds, who began to wonder 
whether or not the railroads could 
ever come back. Countless Jere- 
miahs of Pessimism were lamenting 
over the railroads’ prospective doom. 
To listen to their doleful croaking, 
there remained no hope; we might 


- a well have ordered the railroads’ 


tombstone, inscribed upon it “Re- 


quiescat in Pace,” left them to their 
peaceful slumber and retained only 
a tender memory of the great glory 
that was their past when they had a 
monopoly of our transportation 
facilities. 

Now that this dark cloud has 
passed the sun again appears, illus- 
trating the extent to which this un- 
justified pessimism was allowed to 
blur the real status of the railroads 
in the machinery of industry. They 
still remain one of the principal axes 
around which industry revolves. 
Whether or not the railroads could 
ever come back has received its com- 
plete answer: they could, when pro- 


Table I—1929 Price Range 


Railroad Stock: High Low 
Atch., Topeka & SantaFe 2985¢ 195% 
Baltimore & Ohio....... 145% 105 
Chesapeake & Ohio...... *70 *40 
Great Northern......... 128% 854% 
Illinois Central.......... 15314 116 
Kansas City Southern... 1087 60° 
New York Central....... 25615 160 
Norfolk & Western...... 290 191 
Pennsylvania........... 110 721% 
Southern Pacific........ 15714 105 
Southern Railway....... 162% 109 
Union Pacific... ... 224% 186% 


*Equivalent on present stock; prices on old 
stock before 4-for-1 split-up: 279° ;-160. 


vided with a normal business recov- 
ery. Car loadings have again reached 
the pay point. Traffic has recently 
exceeded 750,000 cars per week. On 
a percentage basis this figure repre- 
sents slightly less than 65 per cent 
of the peak loadings in 1929, a 


’ banner year for the roads. 


Now that the railroads have again 
demonstrated that in any revival of 
industry they have a clear right of 
way to recovery in earning power, it 
once more becomes possible to look 
back in a reflective mood upon the 
period encompassed by the depression. 
Under this analysis we discover now 
that this experience was merely an 
interlude, not differing from that 
which occurred in industry generally. 


Looking Ahead 


This fact being established, once | 
more can we chart the course of re- 
covery so far as it concerns the rail- 
roads, with the yardstick of 1929, and 
rationally speculate on what could 
happen if loadings and revenues 
again would equal that year. This 
prospect could be fulfilled within the 
next several years, now that the in- 
dustry already is within 35 per cent 
of reaching the 1929 level, for the 
decided upturn in the durable goods 
industry, a principal source of traffic, 
has just gotten into its stride and is 
bound to expand further. 

Such further progress cannot act 
otherwise than stimulate to a larger 
degree the growing confidence in the 
integral réle the railroads occupy in 
our commerce and it finds its reflec- 
tion in the securities of sound rail 
properties. This is only a natural 
evolution. Contrasting current quo- 
tations of these stocks with those 
prevailing in 1929, as shown in 


Table I, it becomes rather apparent 
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that there is considerable room for 
further enhancement in market value 
over current prices. 

Rising railroad traffic naturally 
brings increasing earnings. But few 
people outside of students of the rail- 
road situation realize that in most 
cases, due to the leverage factor, the 
rate of increase in stock earnings will 
be very much larger than the rate 
at which traffic and gross revenues 
expand. 

A rise of but ten per cent in 1937 
over 1936 rail revenues is admittedly 
a modest expectation, but taking this 
percentage of gain and applying it to 
a dozen of the country’s leading sys- 
tems develops some very interesting 
statistics. This is pointed out in 
Table II. One can probably assume 
safely that approximately half of any 
such increase in gross could, on the 
average and provided maintenance 
expenses are not greatly increased, be 
carried directly through to net in- 
come. What such a gain would repre- 
sent in net income per share is very 


impressive. 


Excess Mileage Eliminated 


Another factor of no less impor- 
tance in gauging the future of the 
railroads is the purging process 
through which they went not only 
during the interlude marking the 
period of the depression, but which 
was underway in prior years when 
paramount necessity compelled them 
to adapt themselves to compete with 
rival transportation systems—motor, 
bus, and air lines—which had sprung 
up. These new competitors forced 
the railroads to contract their mile- 
age. As a result the rails have freed 
themselves from a considerable part 
of their excess mileage. 

Examining the statistics for the 
years 1922 to 1934 (for the 1935 fig- 
ures have not as yet been made avail- 
able by the Interstate Commerce 
Commission) we find that the total 
miles of railroad declined from 250,- 
413 to 243,857. During this period 


Table II 
Estimated 1936 Earnings 


Est. Indicated 
Est. 1936 increase 
1936 com. in sh. 
‘ Gross sh. earns. See 
Railroad Stock: (000,000) earns. Note 


Atch., Topeka & 


Santa Fe....... $150 $3.00 $3.24 
Baltimore & Ohio 160 DO0.25 3.22 
80 )D0.15 2.72 
Great Northern.. 90 3.60 1.81 
Louisville & Nash- 

85 6.00 3.68 
New York Central 350 1.50 3.50 
Pere Marquette.. 32 3.50 3.55 
Northern Pacific. 0.25 1.16 
Pennsylvania.... 420 2.65 1.60 
55 3.50 - 1.97 
Southern Pacific. 185 2.30 2.45 
Union Pacific.... 150 8.20 3.37 


Nore: First and second columns show indi- 
cated results for 1936, based on performance so 
far and seasonal expectations for later months. 
Third column shows amount by which common 
stock earnings would be increased over 1936 in- 
dications by a 10% rise in gross, half of which it 
is assumed would be carried through to net 
income. 


11,027 miles of. main track were 
abandoned and 11,196 miles of main 
track constructed, but the latter fig- 
ure includes double tracking which 
does not increase total miles of road. 
Following the year 1931, abandon- 
ments were greatly in excess of new 
construction. Many of the unprofit- 
able feeder branches have been elimi- 
nated and such pruning will continue 
to put our rail structure in a sounder 
position. 

Experience, always a sound in- 
structor, has also awakened the rail- 
roads to a keener appreciation of 
what they must do to regain lost 
ground from their transportation 
rivals, and they have promptly re- 
sponded to this need as is apparent 
in the streamlined trains, with all 
the modern conveniences which they 
have installed. 

They have succeeded in increasing 
their train loads without adding per- 
ceptibly to cost of operation. In 
handling freight they have simplified 
the cumbersome form of delivery to 
a point where they can now make 
door-to-door deliveries almost as 
promptly as trucks. The net result 
of this forward looking policy is that 


they are regaining a considera), 
part of the traffic that was SUPPosa4 
to have been permanently lost 4, 
them. 

However, one of the most encourag, 
ing signs pointing to the railroady 
inherent recuperative powers js the 


. recent gains in passenger trafic Ye. 


sulting from the lowering of faye, 

No longer are empty coaches the 

laughing stock of those whose visio) 

could see no future for rail trayg| 

Who could have visualized only a fey 
years ago that the day would again 
arrive when it would become nega. 
sary to hang out the sign “Standing 
Room Only” for passenger trains, a; 
has been the case recently on sever 
eastern lines? What better sign thay 
this could be demanded to indicate. 
conclusively that the railroads are 
bounding back into their normal do. 
main? 


Spreading Regulation 


Nor are their prospects lacking in 
future benefits which will accrue 
when, under the Governmént’s aegis, 
Federal rate-fixing power and its su-. 
pervision over the nation’s transpor. 
tation facilities embrace bus and 
truck traffic. The regulation which is 
being planned should result in the 
elimination of much of the cut-throat 
competition. There are also interest- 
ing possibilities for economies when 
finally the Government has worked out 
its principle of coordinating the roads, 

Yet, with all these benefits sup- 
posedly accruing to the railroads, 
there can still remain ample room for 
all the different transportation sys- 
tems to operate profitably, for there 
is a sufficiency in our commerce for 
them all. 


But the fact is again conclusively | pois 


established that the railroads during 
the depression suffered only from the 
lack of volume to the same extent as 
other industries and they needed only 


the turning of the dial back to recov- 


ery to regain their place in the in 
dustrial sun. 


Rail Investment Exceeds Capitalization 


LTHOUGH before the turn of 
the century the cry of “watered 
stock” may have had some basis in 


actual fact, this cry is far from 


justified today. At the present time 
the holders of railroad securities 
have an equity in property valued 
at over 27 per cent above the face 
value of their securities. What is 
more, their equity has been increas- 
ing in recent years. 

These facts are borne out by the 


following table showing the net 
capitalization of the American steam 
railways for recent years. Inasmuch 


_as only preliminary figures are avail- 


able at the present time for the year 
1935, no attempt has been made to 
bring the table up to date. However, 
in view of the small amount of rail- 
road financing undertaken in that 
year it does not appear likely that 
any significant change will be shown 
when the final figures are released. 


Capital Funded Total 
Stock Debt Capital 

Year 000,000 omitted 
$6,416 $9,917 $16,333 
1020... 6 10,287 16,99 
6,806 11,396 18,212 
d 11,427 18,511 
7,058 11,836 18,894 
7,039 11,613 18,652 


The investment in road and equip- 
ment of the rail lines covered by the 
above table amounted to $25,705 
million on December 31, 1934, o 
almost seven billion dollars greater 
than their net capitalization. 
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Which Roads Will Show 


XTOT many months ago the sole 
question asked by investors con- 
cerning the railroads was “Do the 
rails, as a group, offer appreciation 
possibilities ?” Today, this has been 
altered to “Which of the railroads 
offer the greatest appreciation possi- 
pilites?” The reason for this fairly 
sudden change of attitude toward the 
future of this industry is not hard to 
Su- Bind. During the latter part of 
- 1935 rail traffic once more began to 
respond to changes in general busi- 
ness. 

From 1932 to 1935, general busi- 
ness, aS Measured by the Federal 
* BReserve Board’s Index of Industrial 
Production, increased nearly 41 per 
cent while carloadings rose less than 
12 per cent. Discouraging as this 
was to many at the time, it was not 
an inexplicable phenomenon. It was 
rather a natural function of the type 
"YS: Hof recovery we had been experienc- 
ing, As a result, at least partly, of 
the government’s efforts at relief, the 
increases in industrial activity were 
ely ‘registered mainly in the light, or 


a consumers’ goods industries. The 
7 heavy, or producers’ goods industries 


failed to respond. From 1932 to 
1985 the former group regained 63 
per cent of their depression losses 
while the latter recovered only 24 
per cent. Since trucks are most 
suited, and almost entirely confined, 
to hauling light, high value per 
pound and per cubic foot products, 
it is not surprising that rail traffic 
did not respond commensurately with 
general production. 


New Aspect 


About the middle of last year the 
recovery picture took on a new aspect 

‘al fand the heavy industries began to 
— Bexpand output. At this very time 
a the railroads started their highly sat- 
212 isfactory traffic improvement, which 
34 | 8 still in progress. Since July of last 
year carloadings have increased 
ip | within two per cent as much as has 
the Findustrial production. A continu- 


15 Bance of this correlation is to be ex- 

or Bpected since trucks are unsuited to 

ter Bhauling producers’ goods such as ore, 
steel and heavy machinery. 


*—Keystone 


By J. H. Lewis 


With rail traffic again registering 
substantial gains and giving every 
indication of climbing to higher 
levels, the investment problem has 
once more become one of selectivity. 


Which roads are in a position to- 


show the greatest increases in gross 
revenues, and, of these, which will 
be able to make the largest and most 
immediate additions to net income? 
The answer to the question con- 
cerning revenues lies in the type of 
traffic carried by the individual road. 
As was pointed out above, the con- 
sumers’ goods industries have al- 
ready enjoyed a substantial recov- 
ery while the heavier industries are 
just rising out of the doldrums. Cur- 
rently, the former are operating at 
about 90 per cent of their pre-de- 
pression level while the latter are 
35 per cent under that period. Ob- 
viously, the greatest traffic increases 
will come to those railroads which 
haul primarily producers’. goods. 
As an aid to selecting situations 
for further study from the traffic 
point of view the first part of the 
accompanying table was compiled. 
The freight traffic of those roads 
shown was broken down into five 
classifications: Products of Agricul- 
ture, Animals and Products, Bitumi- 
nous Coal, Producers’ Goods and 
Consumers’ Goods. The first three 
correspond with the Interstate Com- 


Best Earnings 


merce Commission’s classifications— 
the last two represent a division of 
the remaining 93 I.C.C. subdivisions. 

The table immediately following 
shows (a) 1935 levels (as percent- 
ages of 1929) of the several divisions 
of industry (made to correspond 
with rail freight classifications) and 
(b) the importance of each division . 
given as a percentage of 1929 total 
tonnage of Class I roads. 


1935 1929 
Production Tonnage 
% of 1929 % of Total 
Products of 


_ Agriculture .... 65 9.1 
Animals and 
Products. ....... 77 1.8 
Consumers’ Goods.. 84 16.9 
Producers’ Goods .. 48 42.3 
Bituminous Coal .. 66 29.9 
Total 59% 100.0% 


These figures serve not only to 
show why freight traffic tended for 
so long to lag (the most important 
tonnage items are the ones which 
have recovered least) but also to 
point out the field having the greatest 
remaining recovery possibilities. 

An additional reason for favoring 
the producers’ goods roads is the loss 


of consumers’ goods traffic to compet- 


ing means of transportation, which 
is estimated in excess of 15 per cent 
since 1929 as against less than 3 
per cent for producers’ goods ton- 
nage. 

Although this classification of the 
roads is not the final determinant of 
those which present the best traffic 
increase possibilities, it is believed 
to be a distinct aid in selecting situ- 
ations for further study. 


Three Factors 


What part of its increase in gross 
revenues an individual road will 
bring through to net income is de- 
pendent primarily on three factors: 
efficiency, rates and condition of 
property. The last is perhaps the 
most important since it is the major 
determinant of maintenance policy. 

Since 1929 Class I roads have 
shown remarkable improvement in 
efficiency. The operating ratio (ex- 
cluding maintenance which is too 
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dependent on policy to provide an 
efficiency measure) rose from 39.0 
per cent in 1929 to only 41.6 per cent 
in 1935 despite a drop in revenues 
of 45 per cent. In this period net 
ton miles per train hour increased 
by 10.4 per cent and the total cost of 
hauling one ton one-thousand miles 
decreased 9.3 per cent (to 1934). 
All this has been done while traffic 
has been at an almost unbelievably 
low level. W2:th increasing revenues 
the cost saving potentialities are tre- 
mendous. 


Wide Variation 

As might be expected there has 
been a wide variation among the sev- 
eral roads in the degree of increased 
efficiency. To indicate those roads 
which have made the best showing 
and which may logically be expected 
further to decrease costs there are 
presented in the large table two col- 
umns showing total operating costs 
(excluding maintenance) as percent- 
ages of gross revenues for 1935 and 
1931. In a third column is shown 
the per cent that 1935 revenues rep- 
resented of 1931. In interpreting 
the comparative expense ratios as 
shown, the relatively higher traffic 
in 1931 must be borne in mind. It 
is quite logical that expenses last 
year should have amounted to a 
larger percentage of revenues than 
in 1931. It is the fact that in many 
eases they are only fractionally 
higher, and for some roads, actually 
lower, which indicates the remark- 
able improvement in efficiency. The 
importance of this factor may be 
illustrated by the Baltimore & Ohio. 
In 1935 it had total operating ex- 
penses, excluding maintenance, cf 
44.6 per cent as against 47.3 per cent 
in 1931 despite the fact that grcss 
was lower by 10 per cent. The in- 
dicated saving of 2.70 per cent is 
equal to $1.49 per share on the basis 
of 1935 gross, and $1.67 and $2.34 


—Keystone View 


Condition of Property Determines 
Maintenance Policy 


per share respectively on the basis 
of 1931 and 1929 revenues. 

Of great importance both to gross 
revenues and to net income is the 
question of rate reductions since 
1929. Truck competition is respon-. 
sible to a large degree for the low- 
ered rates effected by most roads. 
For years a score or more of “truck 


compelled” tariffs have been filed 


weekly by the railroads. Whether 
or not this has been to the best in- 
terests of the carriers is not within 
the province of this discussion. No 
attempt is made here to appraise the 
added amount of traffic the reduc- 
tions may have produced or saved. 
The actual extent of the rate cuts 
alone is considered. 

In the table is a column showing 
the percentage that average rates 
have been reduced for each road 
since 1929. The figures were so de- 
rived as to show the percentage of 
1929 revenues which would not re- 
occur should 1929 traffic conditions 


-again exist. As can be seen, the 


Vol..66,- Ny \ 


effect of these reductions on the ; 
dividual road varies to such an 7 
tent that it should not be overlons 
when evaluating the prospects of an 
carrier. 

Perhaps the greatest Obstacle ; 
the path of increasing earnings te 
higher levels of traffic is the pro}, 
of deferred maintenance, altho 
this is frequently confused with is 
ferred capital expenditures, 1,4 
post-war period offers Striking a 
dence of how increased revenygs ane 
diverted to maintenance after a pro. 
longed period of low upkeep, fy, 
the four years following the war 
maintenance of way and equipmey 
rose to an average of 38.3 per coy 
of gross revenues and to a high 
42.1 percent in 1920. This compar, 
with a “normal” (1925-1928) rat; 
of 33.6 per cent. 


Maintenance Important 


The amount of deferred maint: 
nance is not uniform among the cy. 
riers. Some roads, which have 
sufficient cash throughout the depres - 
sion, have their property in bette 
Shape today than seven years apy 
In the table are two maintenany 
columns which indicate quickly th 
relative position of the several road 
as regards deferred maintenance 
The first shows the percent of grow 


revenues which “normally” (averag 


during 1925-1928) go into mainte 
nance, and the second the percert 
spent during the three years, 1933. 
1935. In interpreting the figures j 
should be remembered that in th 
former period there was some over: 
maintenance due to the recaptur 
clause, now repealed, and also tha 
there has been, in recent years, a 
increase in efficiency of maintenance: 
It is most probable that a return ti 
prosperous conditions would nt 
cause average maintenance to ris 
to former levels. 
(Please turn to page 342) 


Statistics On 


Leading 


Railroads 


— Operating Expenses— 
—_————1929 Tons by Commodity Groups, %; Excluding Maintenance Gross Maintenance—% of Gros 
Products of Animals and Consumers Producers’ Bituminous of Gross Revenue— Revenue Rate Averag 
RAILROAD Agriculture Products Goods Goods Coal 1935 1$31 1935 to 1931 Reduction (1925-28) (1933-35) 
22% 3% 19% 48% 8% 42.6% 38.2% 75% 11.0% 26.2% 37.2% 
Baltimore & Onin ..................- 4 1 - il 39 45 44.6 47.3 90 ' 9.6 33.2 28.7 
4 13 81 27.9 30.4 % 5.5- 37.5 28.0 
*Chicago Great Western............... 21 9 22 33 15 47.2 45.3 78 8.2 32.6 26.7 
*Chicago, Miwaukee, St Paul & Pacific 14 5 14 19 45.4 45.3 83 10.8 37.1 45 
*Chicago Northwestern................ .“ap 5 15 56 in 46.9 47.5 76 10.2 34.5 35.1 
*Chicago, Rock Island & Pacific... ..... 23 4 18 43 12 54.4 46.3 68 14.0 32.8 333 
Delaware, Lackawanna & Western... 6 2 47 36 . 9 53.8 49.7 76 4.2 28.1 28.6 
*Denver & Rio Grande Western........ 9 3 8 35 45 41.9 V3 89 23.3 36.6 33.0 
Oe ieee 3 29 20 44.8 45.5 83 5.5 35.0 29.0 
14 1 8 69 8 37.5 40.6 105 8.0 28.5 262 
Ee ea ae 13 2 3 . 38 32 46.8 47.8 84 8.1 36.4 319 
Missouri, Kansas, Texas............. 3 28 41 8 46.9 44.4 80 12.2 32.6 29.1 
SER ee 18 2 14 47 19 45.2 44.7 78 12.4 35.5 347 
NewYork Central............... Be de 6 2 17 39 36 45.3 46.4 81 78 34.8 30.7 
New York, Chicago & St. Louis........ i 4 16 44 25 42.5 46.6 94 6.8 31.7 25.1 
*New York, New Haven & Hartford. .... 9 3 36 39 13 45.9 40.6 71 7.8 33.1 26.4 
Northern Pacific.............-....... ~ 18 2 if 53 16 48.1 48.6 87 fz 30.9 33.0 
OEE ore ; 4 1 14 3 38 43.6 46.8 82 1.8 35.1 278 
6 14 3 27 42.3 48.1 104 13.4 31.9 334 
*St. Louis-San Francisco.............. 2 Zs 19 47 20 45.8 44.5 74 25.2 32.0 418 
ex 14 2 13 69 2 48.7 46.8 82 30.4 28.7 28.4 
Southern Railway......... : 10 1 18 43 28 42.9 45.4 85 6.9 31.2 26.0 
Union Pacific........... ; 33 6 14 29 18 41.7 41.4 84 16.5 32.0 28.9 
14 4 17 42 23 46.7 56.1 84 48 30.9 28.5 
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Acquisition Railways 


Definite Threat 


By Harry A. WHEELER | 


Chairman, TRANSPORTATION ‘CONFERENCE OF 1933-35 


AX Y intimation that government 
acquisition and operation of the 
railroads of the United States is im- 
minent, or even seriously considered, 
is all too likely to bring the sceptical 
response: “It can’t happen here.” 
But the challenging fact is that it can 
happen here. Indeed, there is serious 
danger that it will happen unless it 
is headed off. 

Many currents are bearing Ameri- 


con railroads in the direction of gov- . 


ernment ownership. They can be 
stopped and turned back only by a 
strong tide of opposing public senti- 
ment. The public is not yet aroused 
to voice its opinion. It has periodi- 
cally heard that a movement is being 
advocated to acquire and operate rail 
transportation, but nothing has ever 
come of it so far and no serious con- 
sideration is given to the fact that 
strong political «nd labor groups are 
now supporting this movement. It is 
aided by the trend toward concentra- 
tion in the Federal government (but 
really in the hands of the Chief Ex- 
ecutive), the power to dominate the 
states, and, if occasion arises, to di- 
rect the legislative and judiciary 
branches of the government when- 
ever they clash with the executive 
program. 


Ownership Threat 


The direct attack against con- 
tinued private ownership is in three 
bills for the acquisition and opera- 
tion of railroads, introduced into the 
last Congress by Senator Wheeler 
and Representatives Maverick and 
Lundeen. These bills remained in 
committee when Congress adjourned, 
but are expected to be reintroduced 
at the next session. They call for 
government ownership of all the rail- 
ways in the country, to be operated 
government-owned United 
States Railways Corporation with a 
directorate of five trustees to be 
appointed by the President of the 
United States. The roads would be 
acquired by exchange of securities, 
or by condemnation proceedings. It 
is understood that these bills were 
drafted by the legal staff of the 


then Federal Railroad Coordinator | 


An Object Lesson: 


In the ten years 1926-1935 
the Canadian Pacific Railway 
under private ownership and 
operation earned $233.3 million. 
In the same period, the Cana- 
dian National Railway lost 
$669.6 million under govern- 
ment ownership and operation. 
But it made jobs for politicians. 


are represented as opposing govern- 
ment ownership, but when so ad- 
vised the advocates of this federal 
policy did not accept this asserted 
representation as an offset to the 
strong labor movement in its behalf. 
Nor were they willimg to give weight 
to the representations embodied in 
the report of the Transportation 
Conference of 1933-35, which set it- 
self to the task of an impartial study 
of the subject and in a formal re- 


and are supposed to embody his 
ideas upon the subject. 

We do not know how strongly 
members of Congress favored this 
legislation, for no expression was 
caiied for, but in both Houses the 
bills were put forward by men com- 
mitted to their enactment, and the 
Senate bill enjoyed the advantage of 
being the child. of the chairman of 
the Senate Committee to which it 
was referred. 

The shipper groups of the country 


port has declared: 


“The conference believes there 
is nothing in the present difficult 
financial situation to compel re- 
course to government ownership 
of the railways as the only feas- 
ible solution. The Conference be- 
lieves that, given a substantial 
revival of business, given a 
national and state policy which 
manifestly attempts to deal out 
economic justice to ail forms of 
transportation, and given gov- 
ernment policies calculated to 
restore business confidence gen- 
erally, private capital can and 
will prove equal to the task of 
supplying the capital needs of a 


—Finfoto 


Harry A. Wheeler 


privately owned and operated 
railway system.” 


Conférence Poll 


The Conference, therefore, has 
just completed a poll of the organ- 
ized groups of American business, 
seeking from each a formal declara- 
tion in language that would repre- 
sent the conclusions and the reasons 
as believed to affect their respective 
interests. The Conference is now 
distributing a volume of more than 
700 pages containing the photo- 
graphic reproductions of resolutions 
and other declarations of 633 organ- 
izations which strongly endorsed the 
continuation of private ownership, 
with reasons growing out of the 
experience of their industry or in 
their own local community. One 
organization favored government 
ownership. Some 30 other business 
organizations did not take formal 
action for various reasons. 

The resolutions stressed: 


The undesirability of the govy- 
ernment operating business which 


321 
looky 
With 
'Oblen 
hough 
th ds 
QS 
a 
Pro. 
Fo 
| 
Cent 
zh of 
pares 
cat. 
hall 
better 
th 
lance, 
erage 
d 
alnte. 
8, 


The FINANCIAL WORLD 


Vol. 66. No, 14) 


can better be carried on by pri- 
vate enterprise. 

The objection to government 
competing with private business. 

Vast possibilities of extending 
government bureaucracy with 
political manipulation of rail- 
roads and their employees under 
government ownership. 

The highly unsatisfactory ex- 
perience with government opera- 
tion during the World War. 

The dangers of dilatory and 
inefficient transportation service 
on railroads when operated by 
distant bureaucrats in Washing- 
ton instead of by private man- 
agement familiar with local 
needs. 

Danger of political favoritism 
in service and rates. 

The enormous increase in the 
public debt which would be re- 
quired by the government ac- 
quisition of the railroads. 

The tremendous loss in rail- 
road tax money to the state, 
county and municipal govern- 
ments now paid to them upon 
privately owned railroad prop- 
erty. 


Some of the resolutions also re- 
called the disastrous results of the 
government’s recent attempt to oper- 
ate the air mail. These declarations 
represent the largest body of nation- 
wide public sentiment ever assembled 
on this subject and may be regarded 
as a definite offset to the assumed 
strength of the labor advocates. 
Other evidence on the undesirability 
of government ownership is abun- 
dant. 


Investor Opposition? 


It may be regretted that the poll 
of the Transportation Conference 
contains comparatively little from 
that finance group holding large in- 
vestments in railway securities. In 
principle these are probably opposed 
to government ownership, yet this 
group is not without its members 
who may harbor the idea that gov- 
ernment acquisition might salvage 
some of their investments. In 1933 
the Conference representatives of 
the Security Owners Association 
definitely and strongly opposed gov- 
ernment ownership, but it is not 
definitely known how strongly these 
views hold today. The importance 
of investors thinking in terms of 
principle as well as pecuniary ad- 
vantage—in terms of the long view, 
and the effect of radical policies upon 
the financial structure—is recog- 
nized, fortunately, by some leaders 
among the investing group. 

The threat of government owner- 
ship through a flank attack was 
admirably stated a few days ago by 
Carl R. Gray, President of the Union 
Pacific System, who said: 


“We are going to hear a good 
deal about government owner- 
ship, but I have a very instinc- 
tive judgment that government 
ownership, if it comes, is never 
going to come as a result of a 
bill. It is going to be approached 


by a flank attack and it is those 
flank movements that you want 
to watch more than you do any 
straightforward bill for the in- 
auguration of government owner- 
ship upon whatever method. If 
it comes at all it is going to come 
as a result of imposing on these 
railroads such overwhelming ex- 
pense that government owner- 
ship, with all its attendant evils 
and all of its general taxes to 
meet deficits, is going to be the 
only way out.” 


The flank attack against private 
ownership arises principally from 
three so-called “make-work” labor 
bills which were in the hands of 
various Congressional committees 
during the last session of Congress. 


“They include bills prescribing six 


hours as the basic day, with the 
present basic day’s pay; limitation 
of freight train lengths to 70 cars 
and passenger trains to 14, and the 
full crew, or perhaps more accurately 
the excess crew bill, which specifies 
the number of men which trains of 
given lengths must employ and some 
of which, on the basis of long rail- 
road experience, are unnecessary and 
contribute neither to operating effi- 
ciency nor to public safety. As re- 
cently as Labor Day of this year, 
William Green, President of the 
American Federation of Labor, ad- 
vocated a six-hour day for labor 
generally. 

The estimated increased operating 
cost to the railroads, if the “make- 
work” measures were adopted, would 
be $366 million from the six-hour 
day bill, $150 million from the train 
length limitation legislation, and 
$70 million from the full crew bill, 
or a total of $586 million, estimated 
on the basis of the traffic volume of 
1934. These figures will rise steadily 
with increases which are now occur- 
ring in traffic. Such added costs 
could not be borne by the carriers. 
They would amount to an annual in- 
crease in operating expenses equal to 
more than 90 per cent of the entire 
fixed charges and would obviously be 
impossible unless other large earning 
power in rates and fares were ap- 
proved by the I.C.C. ; 


Public Opinion 


Since no one has been able to poll 
the general public upon the question 
of government ownership, it may be 
assumed that their chief interest 
may center more directly on its im- 
mediate effect upon them rather 
than upon broad economic or politi- 
cal principles. Doubtless the public 
is vitally interested in the rapid in- 
crease of the national debt and may 


hardly be expected to welcome with 


enthusiasm an addition of not less 
than fifteen billion if the program 
suggested in the government owner- 
ship bills were carried through. 
There is little more reason to be- 
lieve that the government would pay 
taxes upon its own railroads than 


upon other government property 
scattered widely over the country, 
and thus the general public would 
have to absorb outlays in their re. 
spective localities represented by an 
average of $300 million a year paiq 
into the tax funds of 48 states by 
privately owned railroads. If the 
legislation referred to as a flank 
movement were to be passed, the 
government would either have to tax 


the people by raising the rates for 


transportation or would create an- 
other appalling deficit, proportion- 
ately heavier than that which has 
been forced upon the Dominion of 
Canada by government ownership of 
a part of its railroads. 

Such objections as the unjustified 
increase in the public debt and 
heavier taxes from that debt and 
from the withdrawal of property 
from the taxrolls become clear when 
current proposals for government 
ownership and for more oppressive 
regulatory legislation are analyzed. 
It is equally important to realize 
that the railroads cannot be directed 
as a whole by one or a small group 
of supermen, even if they were avail- 
able among politicians. To hazard 
entrusting all rail transport to such 
a group would betray an utter lack 
of comprehension of the magnitude 
of the task involved and would 
subject rail service to arbitrary 
decisions and political manipulation, 
as well as increased debt and deficits. 


What Next? 


Canada, it should be remembered, 
was forced into government owner- 
ship of part of its railroad system. 
If the United States should embrace 
government ownership, it would not 
be forced into it by the inability of 
the railroads to get on their feet 
through private financing and reason- 


‘able government loans (which they 


are already repaying), but would go 
into it deliberately with eyes open 
and as a part of the extension of 
the functions of government into 
fields where the founders never 
dreamed it should enter; where no 
necessity for its entering exists; 
where not better, but poorer, service 
would inevitably result; where 
bureaucracy and politics would sup- 
plant efficient private management. 
If public sentiment does not be- 
come vocal by demanding from legis- 
lative representatives the defeat of 
all subversive measures and adher- 
ence to the principles upon which 
our government was founded, it will 
also become responsible for bequeath- 
ing a regimented existence to our 
children. The road to regimentation 
lies more directly through control of 
transportation than by any other 
route. Achieving such control would 
be a powerful incentive to further 
encroachment by the government in 
acquiring and operating utilities 
and other industries and business. 
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Important 


Factor Rail Earnings 


ee the metaphor of the 
double-edged sword might be 
applied to leverage, since companies 
whose capitalizations provide a high 
leverage factor are relatively vulner- 
able in a serious business depression, 
the favorable effects upon the posi- 
tion of stockholders in a period of 
rising revenues make the subject a 
matter of timely interest at this 
stage of the railroads’ recovery. It 
is evident from operating statements 
for the first eight months of 1936 
that some of the rail carriers will 
show gains in per share earnings 
over 1935 which will be startling to 
the casual observer. For instance, 
the New York Central, which re- 
reported net income for 1935 equiv- 
alent to only 2 cents a share, is ex- 
-pected to realize $1 a share or more 
on its common stock in 1936. 

Obviously, the company’s revenues 
have not increased in proportion. 
For the seven months ended July 
31, 1936, gross revenues showed a 
gain of a little more than 15 per 
cent. However, after the “pay 
point” has been reached the net 
earnings of a company with a large 
funded debt will generally increase 
much more rapidly than gross. The 
principle is one which, in financial 
textbooks, is termed “trading on the 
equity.” Assuming that an enter- 
prise can earn a greater return on 
its invested capital than the rate of 
interest on its bonds, the stockholder 
derives the benefit of this return as 
well as that on the share capital 
which he has invested. 


Simple Illustration 


A simple illustration of this prin- 
ciple may be obtained by assuming 
a hypothetical company with a total 
capitalization of $1 million; $600,000 
in 4 per cent bonds and $400,000 in 
capital stock. If earnings available 
for bond interest and dividends are 
at the rate of 5 per cent on the total 
capitalization, the net return for the 
stockholders, after deducting $24,000 
bond interest, is $26,000, or 64 per 
cent on the stock capitalization. If 
available earnings are at the rate of 
10 per cent, the stockholders’ equity 
in earnings ($76,000) is 19 per cent 


—Bachrach 


By Georce H. DIMoNn 


Railroad Editor 
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on the money invested by the share- 
holders. Thus an increase of 100 per 
cent in earnings would mean a gain 
of almost 200 per cent in the earn- 
ings which belong to the stockhold- 
ers. 

In practice, the effects upon cor- 
poration earnings of the operation 
of the leverage provided by the cap- 
ital set-up are complicated by a num- 
ber of other factors, notably taxes. 


The new penalty taxes on undistrib- 


uted income, unless repealed, will 
alter the calculations materially. In- 
creases in gross revenues may not 
be carried through to net income be- 


cause of additional expenditures 
necessitated or encouraged by in- 
creased business volume. But gen- 
erally speaking, the higher the 
percentage cf senior securities— 
including both bonds and preferred 
stock—to total capitalization, the 
more rapid the increase in earnings 
per share on the common when a 


‘rising trend of revenues prevails. 


Trading on Equity 

It is dangerous to carry the prin- 
ciple of trading on the equity too 
far. Most of the railroads now in 
receivership or bankruptcy show 
very large ratios of bonds to total 
capital. Several of the more. notable 
examples are the Chicago, Rock 
Island & Pacific, with 71 per cent 
of total capitalization in bonds; Mis- 
souri Pacific, 72 per cent; Inter- 
national Great Northern, 86 per cent; 
Mobile & Ohio, 86 per cent; St. Louis- 
San Francisco, 71 per cent; Central 
of Georgia, 74 per cent; New Orleans, 
Texas & Mexico, 75 per cent; Sea- 
board Air Line, 68 per cent. Some 
of these roads showed very large 
earnings per share during the boom 
of the late 1920s (1929 earnings of 
the Rock Island were $14.04 per share 
on the common stock; the ’Frisco 
earned $11.88 per share) but when 
the depression reached its acute 
stages they were unable to continue 
supporting their -heavy burden of 
bond interest charges. But such con- 


An Index of Leverage in Capitalizations of Important Railroads 


—Percent of Capital In— 


Roads: Bonds ferred mon 
Atchison, Topeka & Santa Fe..... 46% 18% 36% 
Atlantic Coast Line.............. 65 
Baltimore & Ohio................ 68 6 26 
Bangor & Aroostook............. 61 13 26 
Boston & Maine................. 53 30 17 
Chesapeake & Ohio.............. 54 ae 46 
Cincinnati, New Orleans & Texas 

aie 4 21 75 
Colorado & 17 33 
Delaware & Hudson............. 67 <a 33 
Delaware, & Western. *5 95 

Great Northern. 58 42 t 
Gulf, Mobile & Northern......... 30 32 38 
Illinois Central................-. 4 25 
Kansas City Southern........... 57 18 25 
Louisville & Nashville.......... 66 me 34 
Maine Central. 9 27 
Minneapolis, St. Paul& S.S.M..... 73 9 18 


*Excludes substantial funded debt of leased lines in system. 


equivalent of common. For receivership roads, see text. 


—Percent of Capital In— 
Pre- 


Com- 

Roads: — ferred mon 

Missouri-Kansas-Texas........... 27% 27% 
Nashville, & St. Louis 60 
New York Central............... 56 a 44 
New York, Chicago & St. Louis... 70 16 14 
New York, Ontario & Western.... 34 Le 66 
Norfolk & Western.............. 24 10 66 
Northern Pacific................. 56 44 
51 . | 49 
Pere Marquette. ................ 51 17 32 
Pittsburgh & Lake Erie.......... 1 oa 99 
— & West Virginia....... 40 sg 60 

Southern Railway............... 60 13 27 
52 15 33 
Western Maryland....... ...... 45 17 38 
Wheeling & Lake Erie............ 22 31 47 


¢No common stock issued; preferred stock practically the 
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Railroad Issues for 
Investment and Speculation 


ETTER than average yields can be obtained in railroad issues, 

in both high grade and medium grade divisions, in comparison 
with bonds and stocks of other industrial groups. In view of the 
substantial recovery of rail earnings and financial position, and 
prospects for further improvement, all diversified portfolios should 
have some representation in the railroad field. 


Selections from the three classifications—high grade, 
medium grade and speculative—should be made in ac- 
cordance with individual circumstances which dictate the 
degree of risk which may be assumed. 


HIGH GRADE 
Recent Current Call- 
BONDS: Price Yield able 
Atchison, Topeka & Santa Fe adj. 4s, 1995....... 111 3.60% Not 
Chicago, Burlington & Quincy Ist and ref. 44s, 

Louisville & Nashville 1st and ref. 4s, 2003....... 102 3.92 100 
Virginian Railway Ist lien & ref. 334s, 1966....... 106 3.53 106 

Recent Dividend 
COMMON STOCKS: Price Rate Yield 
68 $2.80 4.12% 


MEDIUM GRADE 


Recent Current Call- 


BONDS: Price Yield able 
Buffalo, Rochester & Pittsburgh cons. 4s, 1957. 91 4.95% Not 
101 4.95 105 
New York Central ref. & imp. 414s, 2013......... 94 4.79 110 
New York, Chicago & St. Louis ref. 514s, 1974.... 104 5.29 107% 

Recent Dividend 

COMMON STOCKS: _ Price Rate Yield 
Atchison, Topeka & SantaFe.................. 81 2.00 2.47% 
40 1.00 2.50 

SPECULATIVE 
Recent Current Call- 

BONDS: Price Yield able 
Boston & Maine 434s, 1961.................... 82 5.80% 105 
Lehigh Valley gén. cons. 414s, 2003.............. 76 5.9 Not 
Missouri-Kansas-Texas prior lien 414s, 1978..... 80 5.62 105 
Southern Railway dev. & gen. 4s, 1956........... 5.13 Not 


Recer.t Divi- 


COMMON STOCKS: Price dends 


*Including extra or special dividend. +Higher rate or special dividends 
may be paid in view of increasing earnings and penalty tax on undistributed 
income. {Technically a preferred stock; represents the equity as no common 
is outstanding. §1952. 


siderations do not appear to be a 
matter for apprehension at the pres- 
ent time. Those railroads which 
weathered the storm despite a greater 
than average bond interest load now 
appear to be out of danger. In sey. 
eral instances where the ratio of 
bonds to total capitalization appears 
unduly high from a conservative, long 
range viewpoint, a gradual approach 
to a better balanced capitalization is 
projected under the sinking fund pro- 
visions of new bond issues which have 
been sold for refunding or other 
purposes. 

The average ratio of funded debt 
to capitalization is high for Ameri- 
can railroads. Aggregate figures for 
all steam roads, excluding switching 
and terminal companies but includ- 
ing companies in receivership or 
bankruptcy, show that bonded in- 
debtedness accounts for about 62 per 
cent of total railway capital held by 
the public. However, this ratio is 
based on outstanding capitalization 
of $18.6 billion, and railroad com- 
panies having aggregate capitaliza- 
tion of over $5 billion are now in 
receivership or bankruptcy. Since 
the latter group is made up mainly of 
companies with top-heavy capitaliza- 
tions, the ratio for those concerns 
which have not had to seek the pro- 
tection of the courts is considerably 
lower. Of the twenty important rail- 
roads in receivership or trusteeship, 
only seven show less than 60 per cent 
bonds in their capitalizations. These 
seven account for only a little more 
than one-fifth of the aggregate capi- 
talization of the receivership roads. 


“Average” Ratio 


For the important railroads which 
are meeting their bond interest pay- 
ment regularly, the average ratio of 


bonds to total capitalization is about 


50 per cent. In this industry, a 
funded debt ratio of 50 to 55 per 
cent may be considered “normal.” 
Several companies, including such 
strong lines as the Atchison and the 
Reading, show ratios between 45 and 
50 per cent. A few, notably the Nor- 
folk & Western, Wheeling & Lake 
Erie and Pittsburgh & Lake Erie, 
have bond capitalizations which are 
proportionately much smaller. These 
roads reported substantial earnings 
applicable to their stocks in every 
year of the depression because of 
relatively low fixed charges. How- 
ever, it is not reasonable to expect 
these roads to realize as sharp in- 
creases in per share earnings on a 
rising traffic volume as carriers like 
the Great Northern. Louisville & 
Nashville, New York Central, Nickel 
Plate or Pere Marquette, for which 
the effects of the leverage factor are 
already evident. . 

A funded debt of more than 50 per 
cent provides strong leverage for both 
preferred and common stocks, but 

(Please turn to page 341) 
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Equipment Modernization 


gorse to the ascendancy of the 
automobile industry as the coun- 
try’s chief steel user, the railroads 
were by long odds the steel industry’s 
best customers. 
eleven years ago the railroads took 
25 per cent of all of the finished steel 
produced. In 1935 they had dropped 
to 64 per cent, with the automobile 
industry taking 25 per cent. 

The reduction in traffic in recent 
years owing to depressed business 
conditions and the growing compe- 
tition of motor trucks was sufficient 
reason for the sharp falling off in 
railroad purchases of steel and things 
manufactured from steel. Moreover, 
the carriers entered the depression 
period with such a large volume of 
equipment that idle cars and locomo- 
tives became a burden during the 
lean traffic years. 


Wear and Tear 


But meanwhile obsolescence has 
been taking its toll and scrapping of 
old and worn-out cars and engines 
has assumed large proportions. At 
the end of 1929 Class 1 railroads 
owned a total of 2,306,804 cars with 
which they had moved an average of 
more than 1,000,000 cars of loaded 
freight weekly during the - boom 
_period. By the end of 1935, however, 
the number of cars owned by these 
roads had declined to 1,859,945, many 
of them not serviceable. 

The question now arises in the 
minds of both railroad executives and 
shippers as to whether the present 
‘volume of cars is sufficient to take 
care of the rising trend of freight 
car loadings, which have been well 
over 700,000 for some weeks and are 
expected to exceed 800,000 by Octo- 
ber, when fall movements of many 
heavy commodities and merchandise 
of all sorts generally coincide to 
bring about the peak traffic of each 
year. . 


Railroads are making every effort — 


to provide the cuickest possible 
remedy for any car shortages that 
may develop. They have this year 
put through the largest car repair 
programs in years. From the rail- 
road point of view the repair of bad 
order cars is preferable under pres- 
ent conditions to the purchase of new 
cars: first, because they can get such 


As recently as. 


By C. E. Wricut 


Managing Editor, 
THE IRON AGE 


cars into service much quicker, and, 
second, because repairs, if not too 
costly, can be charged to maintenance 
whereas new cars must be included 
in capital expenditures account. The 
repair programs may solve the im- 
mediate .shortage—if one should de- 
velop—but the railroads are natur- 
ally looking ahead to the longer term 
and will undoubtedly round out their 
equipment over the next few years 
to the extent that increasing traffic 
warrants. 

Observers who have made a close 
study of railroad conditions have 
estimated that the carriers will re- 
quire 90,000 to 100,000 new freight 
cars a year during the next five 
years. This program would require 
upward of 1,000,000 tons of steel 
annually. 

The American Railway Car Insti- 
tute, which for years has been mak- 
ing close studies of the economic as- 
pects of the freight car situation, 
points out the following facts as in- 
dications of equipment buying on a 
large scale during the next few 


years: 


—tIron Age 


C. E. WRIGHT 


“During the past six years, 1930 
to 1935, inclusive, the railroads have 
retired 588,000 cars. 

“During the same period they have 
ordered 101,000 new cars. 

“Serviceable cars on Class 1 rail- 
roads numbered 2,158,000 on Decem- 
ber 31, 1929; on December 31, 1935, 


they had decreased to 1,566,000—a 


reduction of 592,000 cars. 

“Based on 1929 efficiency of opera- 
tion, it is probable that a car short- 
age will occur shortly after the aver- 
age weekly car loadings exceed 750,- 
000 unless freight car equipment is 
rebuilt or replaced. 

“There are approximately 760,000 
ears on Class 1 railroads over 20 
years of age. Most of these have 
reached or are approaching the point 
where they must be rebuilt or re- 
placed.” : 


Car Shortage 


This association has also worked 
out a calculation that 1,896,000 cars 
would be required for an average 
weekly movement of 800,000 cars; 
2,015,000 for 850,000; 2,133,000 for 
900,000. On the basis of these fig- 
ures, there is at present a potential 
car shortage; however, thus far the 
ascending scale of weekly carloadings 
has been handled with a minimum of 
difficulty. 

While this fall’s peak freight move- 
ment may be handled without serious 
tie-ups, owing to greater railroad effi- 
ciency and the efforts that are being 
made to put bad order cars through 
the repair shops in quick time, the 
railroads recognize the need of equip- 
ment rehabilitation on a much larger 


-scale for the longer term. In eight 


months of 1936 they have ordered 
34,254 freight cars and 134 locomo- 
tives, the number of freight cars 
purchased being greater than for any 
full year since 1930, when the total 
was 46,360. 

Greatly reduced revenues during 
the past few years have, of course, 
correspondingly reduced the buying 
power of the carriers, but with in- 
creasing traffic and the necessity for 
providing for it both in rolling stock 
and in roads and structures, it is con- 
fidently expected that the transpor- 
tation systems will once again as- 
sume their rightful place among the 
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largest steel users. For many years 
the automobile industry, building 
construction and the railroads were 
the first three in steel consumption. 

In the years 1921 to 1924, inclu- 
sive, the use of steel by the railroads 
averaged 27 per cent of all finished 
steel produced; in 1925 they took 25 
per cent; 234 per cent in 1926, and 
since that time there has been a 
steady decline in the position of the 
carriers as steel users. Even in the 
boom year 1929 they consumed only 
17 per cent of the steel produced in 
that year. 

Over this same period the aggre- 
gate expenditures of the railroads 
for all additions and betterments to 
railroad property have shown a sharp 
decline. In the period 1922-30, in- 
clusive, their average expenditures 
per year for such improvements were 
$796.7 million, while in the subse- 
quent period, 1931-34, inclusive, 
there was a drop to a yearly average 
of $211.4 million. 

According to statistics compiled 


Passenger Traffic and 


annually by The Iron Age, the aver- 
age annual consumption of steel by 
the railroads in the period 1922-24, 
inclusive, was 7,333,000 tons; in 
1925, 8,200,000 tons; in 1927, 6,100,- 
000 tons; 1928, 6,000,000 tons; in 
1929, 6,900,000 tons. Since there 
has been a sharp decline both in ac- 
tual tonnage and in percentage of 
total finished steel production. The 
low point was 1932, when they used 
only 1,250,000 tons. The trend 
was slightly upward in 1933 and 
1934, but fell off again in 1935 to 
1,605,000 tons, which was only 63 
per cent of total finished steel out- 
put. 

Rail purchases at one time consti- 
tuted a very large portion of railroad 
steel requirements, but the reduction 
in railroad mileage, together with the 
fact that rails now produced have 
longer life than formerly, has ma- 
terially reduced the potential tonnage 
in that product. The most recent 
year of outstanding rail production 
was 1926, when 3,098,776 gross tons, 


Revenues from passenger traffic in years past have in 
most instances failed to yield a profit for the railroads. 
Success under reduced fare schedules may be effective 
in improving this division from an earnings standpoint. 


AILROAD revenues from pas- 
senger traffic in the current year 
promise to extend more substanti- 
’ ally the recovery which has been in 
evidence since 1933—that year 
marking the first reversal in a ma- 
jor downswing which dated from 
1923. It cannot be conclusively stated 
that lower fare rates are or have 
been the chief contributory factor; 
improved travel is a usual accom- 
paniment to general economic re- 
covery and this year there has been 
an important stimulus to passenger 
traffic in the political conventions 
and various fairs throughout the 
country. 


Passenger Trends 


The gains in passenger revenues 
of the Eastern roads nevertheless 
appear to have exceeded normal 
cyclical trends since the June 1 re- 
duction in fares. Total passenger 
receipts in July rose 19.4 per cent 
over the like 1935 month, while the 
first half year volume (with the 
lower fares in effect only in June) 
was only 9.1 per cent above the cor- 
responding previous six months. 
June passenger revenues were 7.1 
per cent higher, and estimates for 
August (95 per cent complete) show 


a gain of 13.9 per cent. Assuming 
that only a 10 per cent increase had 
been continued in July and August, 
revenues would have risen $3.2 mil- 
lion as against an actual indicated 
improvement of $5.6 million. 

The extent to which gross rev- 
enues are aided by the improved 
passenger traffic and how much of 
the gains in volume in the latter 
classification will be translated into 
net are still open to question at this 
time. Last year passenger revenues 


accounted for slightly over 11 per 
cent of aggregate gross revenues of 
all railroads as compared with a 
ratio of 13.2 per cent in 1932. Thus 
passenger revenues have not been 


—Finfoto 
New Comforts for Passengers Boost Traffic 
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mostly taken by steam railroads 
were produced. In only three years 
since that time has annual output 
exceeded 2,000,000 tons—in 1997 
1928 and 1929. The low point was 
1933, with a total of only 388,499 
tons, which constituted only 3 per 
cent of the total output of finished 
steel in that year. Thus far in 1936 
upward of 500,000 tons have been 
ordered and indications are that a 
fall buying movement will carry the 
total well over 1,000,000 tons, which 
would make this the best rail year 
since 1931, though not far above 1934, 
when production was 970,428 tons, 

Thus a reservoir of railroad needs 
has been built that will have to be 
filled as railroad traffic and earnings 
warrant larger expenditures. This 
time is believed by many close ob- 
servers of railroad conditions to be 
at hand. Not only is this year show- 
ing a substantial increase in pur- 
chases that require steel, but next 
year is expected to bring an even 
larger gain. 


Earnings 


very substantial contributors to 
gross and this department was not 
operated profitably by most carriers. 

The effect on net earnings of 
larger passenger traffic at the lower 
fares probably cannot accurately be 
calculated for there is no doubt that 
the cost of handling the additional 
business is greater in most instances. 
Also to be considered is the elimina- 


-tion of the round-trip, and other 


special excursion rates. The experi- 
ence of the western roads, however, ° 
which have maintained lower fare 
rates sinte December, 1933, would 
appear to indicate that the fare cuts 
have been helpful to gross. The 
western and southern carriers last 
year showed a much wider increase - 
in passenger revenues in compari- 
son with 1933 than did the eastern 
reads which maintained the old 
rates. 


What Next? 


It will require a further period 
of time before it can be determined 
at what level passenger fares will 
return the largest profits, but recent 
trends certainly seem to favor the 
lower levels, particularly as a means 
of competing with other transporta- 
tion media. But if the rails through 
effective promotional efforts and the 
adoption of features which will en- 
hance the services capitalize present 
opportunities, the importance of 
passenger revenues should greatly 
increase. 
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Car Loadings 
Barometer 


Investors in rail securities have the advantage of more 
complete and prompt reports than are available in any 
other industry. Car loading figures, published weekly, 
provide a continuous earnings barometer, but certain 
variables must be recognized in their interpretation. . 


"THE railroads publish a_ vast 
amount of statistics of great value 
to the investor; among the more im- 
portant sources of information are 
the weekly reports of cars of revenue 
freight loaded. For these valuable 
figures we are indebted to the co- 
operative efforts of the railroad com- 
panies and the statistical work done 
by the Car Service Division of the 
Association of American Railroads. 
The newspapers generally give only 
the aggregate figures for all roads, 
but the Association also makes avail- 
able detailed reports for the indi- 
vidual carriers, with separate figures 
for each major classification of 
freight carried. Since these data are 
released promptly, and since they 
provide a good clue to the earnings 
which will be shown in subsequent 
monthly reports, the investor is able 
to keep a closer check on earnings 


trends of the railroads than is feasible. 


in any other industry. 


Misleading Deductions 


However, superficial deductions 
from car loadings reports are apt to 
be misleading. Several important 
factors must be borne in mind if 
reasonably correct interpretations are 
to be made. Seasonal influences are 
very strongly defined; total loadings 


generally show a fairly steady rise 
from the beginning of the year to a 


peak in early October, with only brief . 


interruptions caused mainly by holi- 
day weeks, and a subsequent sharp 
decline to the end of December. But 
not all railroads conform to the gen- 
eral pattern; business trends from 
month to month vary considerably in 
different sections of the country 
which results in some of the carriers 
showing highly individualized sea- 
sonal patterns of their own. | 

Car loadings generally provide a 
good basis for predicting gross earn- 
ings, since freight revenues are pre- 
dominant in gross operating income. 
Revenue car loadings decreased about 
47 per cent from 1929 to 1932; freight 


—Keystone View 
and Next, the Streamlined Freight Car 


revenues declined 49 per cent. Load- 
ings increased about 12 per cent from 
1932 to 1935; freight revenues in- 
creased 14 per cent. However, even 
in respect to gross earnings, car load- 
ings do not provide a completely accu- 
rate index. Important rate changes 
will distort the picture to some extent. 
The surcharges granted by the I.C.C. 
as a depression measure increased the 
carriers’ revenues substantially, first 
under the pooling plan and later un- 
der the decision which applies to 1935 
and 1936 revenues. On the other 
hand, rate reductions of both a per- 
manent and an emergency nature 
sometimes have the opposite effect. 
Earnings of some of the western 
roads for 1936 will not conform with 
the indications given by car loadings 
because of the special drastic reduc- 
tions made to help the drought- 
stricken farmers. 


Loadings vs. Earnings 


As a basis for projecting net earn- 
ings, the car loadings barometer is 
subject to even more important quali- 
fications. After the “pay point” has 
been passed in an advance, net is 
likely to increase much more quickly 
than traffic volume. For the first 
seven months of 1936, car loadings 
showed a gain of a little over 12 per 
cent as compared with 1935; net rail- 
way operating income for the period 
gained about 35 per cent. But the 
fact remains that traffic volume is 
one of the most important determi- 
nants of railway earnings, and the 
loadings figures provide a means for 
continuous study of volume trends. 
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VALUABLE 


No. 265 American Chicle Company 


No. 259 Cluett, Peabody & Company, les. 


sopeamnings and Price Range (ACJ) 


Data revised to September 23, 1936 4 Price Range {; 
Incorporated: N. J., 1899. Qffice, Thomson 40 foo 
Ave. & Manly St., Long Island City, N. Y. 20 


Annual meeting: first Tuesday in March. Num- 0 an 

ber of stockholders, 3,700. Earned Per Share orl $6 
Capitalization: Funded debt........... None $4 
Capital stock (no sbs 82 


1928 ‘29 .30 ‘31 32 33 ‘34 1935 


Business: One of the three established manufacturers of 
chewing gum in the United States. Brands include Chiclets, 
Beeman’s Pepsin, Black Jack and Adams California Fruit. 

Management: Very efficient and aggressive. 

Financial Position: Strong. Working capital as of June 30, 
1936, $5.7 million; cash, $2.3 million; marketable securities, 
$1.4 million. Working capital ratio: 7.4-to-1. Book value 
of common stock, $17.62 per share. 

Dividend Record: Very consistent. Dividends totalling $3 
per annum were paid throughout the depression years. Pres- 
ent rate, $4 plus extras. 

Outlook: Company should continue to enjoy steady demand 
for its products. Although there is no likelihood of spectac- 
ular future earnings gains, the moderate rate of growth 
shown in recent years may be continued. 

Comment: Stock is a typical example of the consumers’ 
goods industries equities. Interesting mainly as a steady 
income producer. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 
Qu. ended: Mar.31 June30 Sept.30 Dec.31 Year’sTotal Dividends Price Range 
9 $1.09 $0.94 ° $0.79 $3.00 38 


1932..... $0.8 $3.76 —18 

1933..... 0.77 1.01 1.06 0.88 3.82 3.00 5144 34 

1934..... 0.99 1.20 1.26 1.08 4.54 3.00 70°4—4614 

as 1.39 1.58 1.63 1.38 5.98 4.00 96 —66 

1936..... 1.51 1.80 *3.50  *10434—8754 
*To September 23. 

No. 257 Armour & Company (Illinois) 


Data revised to September 23, 1936 Earnings and Price Range (AM) 
Incorporated: 1900, Ill. Main office: Union 20 


Stock Yards, Chicago, Ill. Annual meeting: 15 . 
Fourth Friday in January. Number of stock- 10 Price Range 
holders: approximately 79,000. 5 


Fiscal Yr end Oct 


*Capitalization: Funded debt. ..$27,813,000 


{Preferred stock $6 cum, $6 
conv, (NO 532,709 shs 

§Preferred stock 7% cum. ben 6 
($100 par) 38,994 shs 1998 29°30 — 

Common stock ($5 par) ..... 4,065,418 shs 1°32 °33 °34 1935 


*Not including $57,728,600 guaranteed 7% preferred stock of Armour & Co.—Del., of 
which $3,464,800 is held in inter-company accounts as an investment. 7Callable at $115 
per share; convertible into 6 shares of common. §Exchangeable into $6 preferred, subject 
to termination of offer, at rate of one share $6 preferred and 2 shares common for each 
share 7% preferred. 


Business: One of the two largest meat packers; is en- 
gaged in all phases of domestic packing and curing of meats 
and manufacture of various by-products and derivatives, 
also the distribution of poultry, eggs, cheese and butter. 

Management: Long experienced, supplemented by new 
interests. 

Financial Position: Very strong. Net working capital 
Nov. 2, 1935, $113.2 million; cash, $14.4 million. Working 
= ratio: 4.4-to-1. Book value of common, $14.34 per 
share. 

Dividend Record: Irregular. Regular payments on $6 pre- 
ferred but arrears on old 7% issue amount to $31.25 per 
share giving effect to October 1 distribution. No payments on 
common, and none ever made on old Class B stock. 

Outlook: Characteristic small profit margins of industry 
and need for maintaining large inventories makes price trends 
of meats determinant of earnings. 

Comment: The $6 preferred is of “business man’s risk” 
grade; common is extremely speculative. 


EARNINGS AND PRICE RANGE OF COMMON: 
Fiscal years ended about Oct.31: 1930 1931 1932 1933 ° 1934 1935 


*Earned per share............. D$0.86 D$5.87 D$1.44 $0.38 $0.81 $0.53 
Price Range (Calendar Year) : 


gl 4 3 73 68 6% 


*Adjusted for present capitalization. tRange on old class A, which was exchangeable into 
present common on share for share basis. 
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Data revised to September 23; 1936 ‘ Earnings and Price Range (CLU) 


Incorporated: 1913, N. Y.; original company [409 
formed in 1901. Office, 10 East 40th Street, 5 


New York City. Annual meeting: Second 50 OF Price Range 
Wednesday in March. Number of stockholders: 25 | 
preferred, 578; common, 1,615. 40 


Capitalization: Funded debt ..........None 
*Preferred stock (7% cum. 

Common stock (no par) .......188,291 shs 


*Callable at $125 a share. 


Business: Important manufacturer of men’s popular priced 
and high grade shirts, which account for about 65 per cent 
of total annual sales. Supplemental lines of men’s wear 
include . handkerchiefs, neckwear, underwear, and collars, 
Additional income is derived from royalties of the company- 
owned “Sanforizing” process for shrinking fabrics. 

Management: Efficient and progressive. 

Financial Position: Comfortable. Working capital June 
30, 1936, $8.5 million; cash, $1.1 million. Working capital 
ratio: 11.7-to-1. Book value of common, $38.08 a share. 

Dividend Record: Very good. Preferred dividends paid 
regularly since organization in 1913. Present $1 annual rate 
on common paid since 1933, after regular payments on this 
issue at higher rates since 1914 with the exception of 1922, 

Outlook: Style changes have important bearing upon earn- 
ings prospects in this highly competitive field. Increasing 
revenues are expected from “Sanforizing” licenses. 

Comment: The preferred qualifies as an investment issue. 
Common is a “business man’s risk,” but subject to rather 
wide fluctuations. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Earned Per Share $8 


$4 
eficit Per Share 


$4 
1928 *29 ‘31 ‘32 ‘33 ‘34 1935 


Talf year period ended: June 30 Dec.31 Year'sTotal Dividends Price Range 
.20 1.63 1.43 1.00 4144—10 
0.74 0.81 1.55 1.00 45 —24% 
D0.55 1.96 1.41 1.00 5734—20 


*To September 23, 1936. 


No. 252 McIntyre Porcupine Mines, Ltd. 
gFornings and Price Range (MTY) 
48 Price Range Ct] 

Data revised to September 23, 1936 36 | 9 

Incorporated: 1911, Ontario. Office: 15 King 24 Oo Hi 

Street, West, Toronto, Canada. Annual Meet- 12 

ing: Last Wednesday in June. Number of stock- 

holders: approximately 3,500. Earned Per Share 

Capitalization: Funded debt .......... None 

Capital stock ($5 par) 798,000 shs 


1929 ‘30 ‘31 ‘32 33 ‘34 ‘35 1936 


Business: Third largest Canadian gold producer, operating 
properties in northern Ontario in the Porcupine District. 
Production of ore has shown a steady though unspectacular 
increase, the 873,000 tons milled in the 1935-1936 fiscal year 
setting a new record and representing approximate capacity. 
Company has large holdings of International Nickel stock. 

Management: Experienced and highly regarded. 

Financial Position: Strong. Net working capital March 31, 
1936, $11.1 million; cash and marketable securities, $12.5 
million. Working capital ratio: 8.3-to-1. Book value of 
stock, $18.38 per share. 

Dividend Record: Payments uninterrupted since 1917. Pres- 
ent rate, $2.00. 

Outlook: Earnings have shown a high degree of stability in 
recent years, despite the fact that company has been milling 
lower grade ores. New properties may increase further al- 
though profit margins depend upon price of gold. 

Comment: Stock is one of the more conservative gold 
equities; is an inflation hedge. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF STOCK: 


*Fiscal _——Calendar_ Year’s— 
Qu. ended: Mar.31 June30 Sept.30 Dec.31 Year’sTotal Dividends Price Range 
are $0.79 $0.70 $0.71 $0.79 $2.6 $1.25 2154—13 
ee 0.81 1.00 1.20 1.20 3.01 1.87144 4834—18 
1.21 1.19 1.20 1.11 4.61 2.00 50144—3814 
1.12 1.03 1.15 1.13 4, 2.00 4514 —3354 
1.18 1.01 $1.50 $4934—39% . 


°F ieca! year ends March 31. ¢To September 23, 1936. 
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No. 205 Square D Company No. 255 United States Pipe & Foundry Company 
_Famings and Price Range (SQU) Earnings and Price Range (CJ) 

ta revised ‘ , Adjusted to 3 for split-up Apr. 1936 

Name changed to S : 99, 2} sey, as e 

mie. “ee Office: 6060 Rivard Street, De- 10 —| [7 Price Range { }} States Cast Iron Pipe & Foundry Co.  Pres- 24 
- ‘Mich, Annual meeting: First Tuesday ; honed ent title adopted in 1929. Office: Burlington, 12 = 


2 Earned Per Share- 
italization: Funded debt ....... $675,000 0 
pretered stock $2.20 class “A 9 Deficit Per Share $1 
(NO PAF) 123,316 shs $2 
Common stock class ‘‘B’’ (no par).220,650 shs 1928 ‘29 30 31 ‘32 ‘33 ‘34 1935 


‘Business: Manufactures various types of electrical equip- 
ment. Products include safety switches, panel boards, fuse 
cabinets, compensators, automatic starters, porcelain insu- 
lators and other devices. 

Management: Capable and long established in the elec- 
trical equipment business. 

Financial Position: Good. Net working capital at the close 
of 1935, $1.8 million; cash, $506,148; inventories, $1,193,390. 
Working capital ratio: 7.6-to-1. Book value of class “A” 
preferred, $22.08 per share. 

Dividend Record: No dividends paid on common stock since 
1930. Preferred arrears were cleared up in 1935 and regular 
payments have been maintained since that time. 

-Qutlook: Prospects depend largely upon activity in the 
construction industry, particularly the building of new utility 
rojects. 

. +, see Both classes of stock are highly speculative but 
are in a position to share in a sustained revival of the building 
and utility industries. 


EARNINGS RECORD AND PRICE RANGE OF COMMON STOCK: 


Years ended Dec. 31: 1932 1933 1934 1935 1936 

D$1.61 D$0.59 $0.98 $2.06 

Hi 5 2% 144% 131% 

% if 284 {74 


*Giving effect to 3-for-1 split of class B shares April 1, 1936. {To September 23, 1936. 


No. 256 The United States Leather Company 


Data revised to September 23, 1936 Earnings and Price Range (LX) 
Incorporated: N. J., 1927, by merger and con- 
solidation of business originally established in 48 TT 
1893. Office, 27 Spruce Street, New York, 
N. Y. Annual meeting: Second Wednesday in 12 
March. 0 o a 
Capitalization: Funded debt (purchase Fer Shave Ve. ond. Oct. 31 


money mortgages) $76,000 Calendar Yrs. 
*Prior preferred stock (7% cum. , $8 
#Class ‘‘A’’ stock ($4 non.-cum, 1928 ‘29 ‘30 ‘31 ‘32 '33 ‘34 1935 4 


part. and conv. no par)...... 249,743 shs 
Common stock (no par)....... 397,010 shs 


Price Range 


*Callable at $110 a share. Convertible into common share for share; participates 
with common up to additional $2 per annum. 

Business: Largest domestic tanner of sole and heavy 
leather, accounting for about 20 per cent of the country’s 
requirements. Among manufactured by-products, glue is im- 
portant. Also owns extensive timber stands in various states, 
some of which are of high potential value because of possible 
exploration of oil, gas and mineral rights. 

Management: Satisfactory. 

Financial Position: Adequate. Working capital October 31, 
1935, $10.8 million; cash, $704,000. Working capital ratio: 
17.1-to-1. Book value of common, $6.71 a share. 

Dividend Record: Irregular. Prior preferred dividends 
suspended in 1933. All class “A” ever received was $4 in 
1929. Nothing ever paid on common. 

Outlook: Most important earnings factor is fluctuations in 
the hide and leather markets because of necessity to maintain 
relatively large inventories. 


Comment: All classes of stock deposited under voting trust * 


agreement terminating in 1937. All issues are speculative. 
RECORD OF DEFICITS AND PRICE RANGE OF COMMON: 


Qu. ended: Jan. 31 April 30 July 31 Oct.31  Year’sTotal Price Range 
D$1.06 D$1.99 D$1.36 D$4.05 D$8.45 74-14% 

1933....... D1.33 D0.27 1.00 D0.14 D0.74 174—23¢ 
D0.94 DO0.85 D4.28 D2.58 D8.65 11%—5'4 
1935....... D0.97 D0.92 D0.69 D0.43 D3.01 9144—3'% 


*To September 23, 1936. 


New Jersey. Annual meeting: April 20, unless 0 Earned Per Share 34 
Sunday, when meeting is held April 21. . $2 
Capitalization: Funded debt ....$5,000,000 
Capital stock ($20 par) 600,000 shs Deficit Per Share 


Cen $4 
1928 ‘29 ‘30 ‘31 ‘32 ‘33 ‘34 1935 


_ Business: Manufacture of cast iron pipe is company’s prin- 
cipal business, contributing by far the larger share of gross 
revenues. In addition, machine equipment and other products 
are made in production of which cast iron is an integral 
component, and in which the company’s large foundry facil- 
ities can be advantageously utilized. 

Management : Experienced; well regarded in its field. 
Financial Position: Good. Working capital at end of 1935, 
$13.7 million; cash, $8.3 million. Working capital ratio: 
11.6-to-1. Book value of common stock, $35.05 per share. 
Dividend Record: Dividends paid regularly in all recent 
years. Present annual rate of $1.50 adopted early in 1936. 
Outlook: Since municipalities own and operate the bulk of 
water systems, the use of cast iron pipe depends, first, on 
the natural growth of communities, and secondly, on the 
ability of municipalities to finance their major expansion and 
improvement programs. Easy money rates and government 
aid have done much to improve the business of this company. 
Comment: Although the common stock enjoys good market- 
ability and wide public favor, it is classified as speculative. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 
pee yearended: June 30 Dee. 31 beh Total Dividends Price Range 


D$1.89 D$1.43 $3.32 $2.00 18144— 744 
D0.94 D0.25 D1.19 0.8714 224%4— 6% 
D0.01 0.31 0.30 0.50 33 —15% 
Se 0.25 0.63 0.88 0.50 2254—1434 


*To September 23, 1936. 


No. 264 Ward Baking Corporation 


Data revised to September 23, 1936 Earnings and Price Range (WDB) }- 
Incorporated: Md., 1923; predecessor dated ¢ 
from 1912. Office, 367 Southern Blvd., New 24 
York City. Annual meeting: Second Thursday 16 Price Range 
after first Monday in February. Number of 8 
stockholders: preferred, 3,193; Class A, 663; 0 


=;, 


Class B common, 5,101. $0 
Capitalization: Funded debt ..... $3,616,400 cae 0 
} 

Class A common (no par)...... 82,975 shs 1928 ‘29 ‘30 ‘31 ‘32 ‘33 ‘34 1935 

Class B common (no par)...... 500,000 shs 


: *Callable at $110 per share. 


Business: One of the largest bakers of bread and cake. 
Operates about 21 plants in the East and Middle West. 

Management: Has made considerable progress since <de- 
pression slump; efforts toward integration of activities ap- 
pear to be producing results. 

Financial Position: Good. Working capital as of December 
28, 1935, $4.3 million; cash, $3.3 million. Working capital 
ratio: 4.8-to-1. Book value of preferred stock, $75.90 per 
share; A and B stocks have no book equity. 

Dividend Record: Irregular. Full payments maintained on 
preferred to 1932; part payments since. Giving effect to 
vayment of $1.75 October 1, 1936, arrears on this issue amount 
to $20.50 per share. 

Outlook: Profit margins increased in first half of 1936; 
but rising raw material costs and indicated obstacles to estab- 
lishing higher prices for products constitute an important 
problem. 

Comment: All of the stocks, including preferred, must be 
considered speculations on the future of the baking industry; 
A and B stocks are extremely speculative. 


EARNINGS RECORD AND PRICE RANGE OF CLASS A STOCK: 


Year ended approx. Dec. 31 1930 1931 1932 1933 1934 1935 

Earned per share.......... $0.26 $0.69 D$14.51 D$17.23 D$14.51 D$9.35 
Price Range: 

54 27% 10% 20 12 11 

12% 6% 244 244 5 5 


NEXT 


266—Amer. Sumatra Tobacco 
267—Bristol-Myers 


119—Gold Dust 


270—Hercules Powder 


WEEK 


261——Hollander & Son 
271—McCall 


262—Scott Paper 
263—Servel 
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Another Big Year 
Predicted 


The motor industry is on the — 


threshold of another year. In a few 
weeks the new models will be ready 
for the 1937 season. Will the indus- 


try repeat its fine financial showing? - 


Apparently the trade is highly opti- 
mistic regarding the outlook, not in 
opinions solely but also in substantial 
deeds. Several of the largest units 
have already appropriated millions of 
dollars for plant additions—which 
they hardly would do unless they felt 
confident of increased buying power 
in the years to come. General Motors 
is one, and another is Packard, whose 
president has told his dealers that 
their best year is on the way, a year 
that will exceed 1929. 

When it is recalled that it has been 


the motor industry that in two suc-. 


ceeding periods marked the way to 
recovery, its optimism will act as a 
strong stimulant to confidence in all 
channels of trade, inasmuch as it is 
one of the principal business feeders. 
Without the billions of dollars of 
business created annually by the mo- 
tor industry where would the oil, rub- 
ber, machinery and other such indus- 
tries be today? It is one of the 
princes of industry, of which even 
President Roosevelt should be proud, 
whatever he may think of the others. 


It Will Not 
Happen Here 


When our two outstanding citizens, 
President Roosevelt and Governor 
Landon, who are engaged in a keenly 
controversial campaign, can meet and 
exchange courtesies and pleasantries 
like the cultured gentlemen they are, 
it serves to show the rest of the world 
that we fight our battles in the forum 
of reason and that our weapons are 
our votes. As a people we have come 
to realize that we possess too valuable 
a heritage to endanger it with any 
imported “ism” whether of fascist 
origin or communistic seed. And for 
that very reason, despite our alarm- 
ists who see danger ahead, revolts or 
radical upsets in our form of govern- 
ment will not happen here. We may 
rave over our elections, we may hurl 
charges and counter charges from 
the hustings, but when it is all over 
most Americans copy the amenities of 
Roosevelt and Landon and peaceably 
return to their accustomed tasks and 
duties. 


Deficit Is 
Smaller 


For the next fiscal year the Federal 
deficit is figured around $2 billion. 
Provided the estimate is correct, that 
will be the smallest it has been for 


_ three years. But political promises 


cannot be relied upon; there are al- 
ways exigencies arising to permit 
excuses for errors in estimating. 
Last year it was the soldiers bonus, 
and then the AAA invalidation. We 
recall that one of the principal argu- 
ments for repeal of prohibition was 
that the revenues the Government 
would collect from the sale of liquor 
would reduce taxation. This was one 
of the political pledges in the 1932 
campaign. Itcameto nought. These 
deficits must end, for they cannot 
continue indefinitely. Along this 
road there is no detour from the 
brink of national bankruptcy. Gov- 
ernments can no more play the role 
of a spendthrift than can the indi- 
vidual. To maintain its soundness 
any government must keep its ex- 
penditures within its income. This 
cannot be done with deficits no matter 
how much they are reduced. 


Defense of 
Holding Companies 


Among the royal princes of indus- 
try the holding company is ranked 
enemy number one by the New 
Dealers. It is alleged that they serve 
no useful purpose but strangle free 
competition. Is this indictment true, 
or is it another case where the of- 
fenses of a few have served to put all 
under the same cloud? Could they 
ever have come into existence if in 
their mechanism there has not been 
some useful purpose? This is worth 
while inquiring into with an. un- 
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prejudiced mind. If, for example, 
we take the public utility industry, jt 
never could have gained its tremep. 
dous size were it not for holding com. 
panies. Through their own large 
resources they have been in a position 
to finance the smaller units at costs 
far less than the latter, with their 
limited facilities, would have en. 
countered in raising the necessary 
capital. In this respect they have 
proven a decided benefit, and hence 
whatever is beneficial to the com. 
munity at large should be preserved, 

Like a tree, the holding company 
could and did develop some imperfect 
branches, but it would have been 
much better to eliminate them than 
to cut the tree down completely as 
our radical politicians want to do, 
Sensible regulations can retain what 
is best in the holding company struc- 
ture, and eliminate its evils. This is 
the wisest course to pursue. 


Family 
Market Basket 


Until it strikes us in the face a con- 
siderable number of us will not ree- 
ognize an object, though there are 
evidences of its near-by existence. 
This is exactly what is taking place 
with inflation. People talk about it as 
being something that is possible, but 
which has not yet made its appear- 
ance. When it smashes them with its 
full vigor then will they begin to 
realize its existence. To what extent 
inflation already is with us the aver- 
age housewife can judge by what it 
costs to fill her market basket com- 
pared with what it cost her only a 
year ago. 

By its unrest and threats of strike, 
labor also is complaining that it is 
feeling the pinch of higher living 


‘costs, since wages do not rise as fast 


as do living costs. In order that in- 
dustry can meet these demands it in 
turn must increase prices for its 
products. It is in this way the spiral 
of inflation is set to whirling. Only 
a week or so ago the steel industry 
announced another price increase. 
So it starts, and keeps rolling along 
from one spot to another until it 
reaches its climax just as it did in 
1929, for there is a saturation point 
beyond which it can no longer extend 
itself. In this cauldron wherein 
there is brewing another inflation, 
one of the main ingredients is the 
hidden taxes that are reaching out 
greedy hands in every direction. 
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The Rails’ Place 
the Business Picture 


The railroads are important not only because they 

employ persons and perform services but because they 

are consumers as well. Of each dollar collected more 

than 80 cents goes to labor and into channels of other 
commerce. 


AILROADING is one of our major 
forms of activity and the rail- 
roads occupy an important position 
in relation to our economic well being. 
All industries are inter-dependent 
and the failure or decline of one is not 
always compensated for by the suc- 
cess of another. Here are some ex- 
amples of how the railroads help keep 
the country on its economic feet and 
what happens when rail earnings 
decline: 
For purposes of comparison we 
have taken the years 1926 (a peak 


_year for the railroads) and 1935 (a 


year of relatively low traffic volume). 
In 1926, the Class I roads reported 
total operating revenues of $6,383 
million. In 1935, operating revenues 
amounted to only $3,452 million—a 
decline of almost 46 per cent. Let’s 
look at the results of this fall in 
revenues. 

Over 80 cents of each dollar col- 
lected is spent on maintenance and 
taxes, thus leaving less than 20 cents 
for net operating income. The fol- 
lowing comparative table shows these 
expenses: 


1926 1935 
Labor (salaries and 
Fuel (locomotive) ...... 6.4 5.9 
Other materials and 


18.6 16.2 
Loss & damage, insurance 
rn 2.0 2.3 
Depreciation and 

Hire of equipment and 

joint facility net rentals 1.7 3.5 


Total expenses and taxes 81.0% 85.5% 


—Publishers? Photo 
How the Rails Fit Into the Business Picture 


Employment is today one of our 
major national problems. In 1926, 
these class I roads employed 1.8 mil- 
lion persons and paid “them $2,718 
million for their services. In 1935, 
there were less than 1 million persons 
who were lucky enough to be able to 
sing “I’ve been working on the rail- 
road” and they received $1,554 mil- 
lion. Thus, there were 784,904 less 
jobs in 1935 and the railroads were 
forced to cut their contribution to 
the nation’s income by over a billion 
dollars. 


Rails’ Contribution 


The railroads not only employ di- 
rectly in good times about 3.6 per 
cent of the total number of persons 
gainfully occupied in the United 
States but, by their purchases, they 
help maintain several major indus- 
tries. The iron horse is now made of 
steel and draws steel cars over steel 
rails. As a consequence, railroads ac- 
counted for almost 23 per cent of 
the total steel consumption in 1926— 
and only 6.5 per cent in 1935. 

Next in importance is bituminous 
coal—in 1926 the roads burned 24 
per cent of the total output of soft 
coal while in 1935 less than 22 per 
cent was used. In some localities fuel 


oil has been adopted and that indus- 


try reports that in 1926 it sold over 
20 per cent of its production to the 
railroads while in 1935 the sales to 
the roads—and it must be remem- 
bered that oil increased in impor- 
tance as a fuel in some railroad dis- 
tricts in the meantime—amounted to 
only 14 per cent of the total. 

Lumber is also a major item, being 
used for cars, cross ties, construction 
and other purposes. The railroads 
spent $105.7 million for cross ties 
alone in 1926. Last year $37.3 mil- 
lion was spent. And so on down the 
line—machinery, cement, electrical 
materials, stationery, bricks and 
many other industries benefit by the 
fact that it costs money to run a 
railroad. 

Thus, it can be seen that a decline 
in railroad activity means not only a 
drop in rail revenues but a very con- 
siderable drop in the revenues of our 


most important industries—steel, coal] 


and lumber in particular. 


COMPREHENSIVE 
BROKERAGE SERVICE 


As members of: the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


“Booklet F,” giving trading requirements 
and other information, sent on request. 


J. A. Acosta & Go. 


Members 


New York Stock Exchange 
N. Y. Curb Exchange ( Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 


Our Monthly Market Letters 


for February, June and July 
- of this year discussed 


Various Phases of the 


RAILROAD OUTLOOK 


Write to Dept. F. 


GOODBODY & CO. 


Members New York Stock Exchange, New York Curb 
Exchange, Chicago Stock Exchange, Chicago Board 
of Trade, New York Cotton Erchange, Detroit Stock 


THE NEW PRICE RANGER 
MAKE YOUR OWN CHARTS 


Use these specially designed chart blanks. 
They are particularly adaptable for the sim- 
plified plotting of daily stock market prices 
and volume. 
Each sheet 8% by 11 inches, sufficient 
for a six-months’ arithmetic record. 
Price: $1.00 for 25 sheets 


Send money order or check to 


EDWARD WILLMS, 130 Cedar Street, N. Y. C. 


INVESTMENT HINTS 


and other valuable information on trading ~ 
methods in our helpful booklet sent on 


request. 
Ask for K-6 
100 SHARE OR ODD LOTS 


(HisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Odd Lots—100 Share Lots 


Booklet F.W. 801 upon request 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 


THE RicHArp D. Wyckorr 
COURSE OF 
STOCK MARKET INSTRUCTION 


Details on Request 


WYCKOFF ASSOCIATES, INC. 
One Wall Street New York, N.Y. _ 


Exchange, Commodity Exchange, Ine. : 
115 Broadway 60 East 42nd Street 
New York New York 
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Guaranteed Rail Stocks 
Make Good Investments 


HE title “guaranteed railroad 

stocks” is one which, over a 
period of years, has come into gen- 
eral usage but in order to understand 
its meaning it is well to point out 
that the name is essentially a mis- 
nomer. There are very few guar- 
anteed stocks in the strict sense of 
the term and the terminology has 
grown up from the fact that the 
dividends are “in effect” guaranteed 
under the terms of a lease. 

When the development of the rail- 
roads of our country first began they 
were small unconnected lines and, as 
our large trunk line systems were 
formed, they were largely based on 
these relatively small disjointed com- 
panies. In view of the fact that 
‘most of the original owners would 
not sell their properties, or the new 
companies were not in a position to 
buy them on a satisfactory basis, 


By M. GouLD 
Railroad Analyst 


long term leases were resorted to. In 
this way the original owners retained 
title to the.property as in a landlord- 
tenant relationship and were given a 
fixed return for a long period of 
years. However, they were also pro- 
tected by the fact that if the lessee 
were not able to fulfill its contractual 
obligations the properties would re- 
vert to them in no worse condition 
than when delivered to the lessee 
operating company. Rental charges 
are part of the fixed charges of a 
railroad, along with interest on bonds 
and other indebtedness. The guar- 
anteed stock certificates represent a 
fractional interest in the lease and 


the dividends thereon represent a pro 
rata participation in the rental. 
Familiar examples of these leased 
lines on which many thousands of 
commuters travel daily but which 
are not recognized as being distinct 
from the larger railroad systems, are 
such properties as the United New 
Jersey Railroad & Canal Company, 
which owns or controls the main line 
of the Pennsylvania Railroad from 
Jersey City to Philadelphia. An- 
other instance: is the New York & 
Harlem Railroad, which owns the 
approaches to, and the old site of, 
the Grand Central Terminal, which 
provides the New York City pas- 
senger facilities for both the New 
York Central and the New York, New 
Haven & Hartford Railroad Com- 
panies. Commuting passengers into 
New York on the Delaware, Lacka- 
wanna & Western system ride daily 


equipment. 


operating income. 


this character ? 


Protecting Railroad Investments 


The best protection for railroad investors lies in increased earnings for the railroads themselves. 
Increased earnings depend largely on just two factors: greater traffic volume, which is rapidly 
materializing—and lower operating costs, which would quickly result from purchase of new 


Less than 3,500 locomotives on our railroads today can be classified as truly modern. Of 
a total of 44,670 locomotives, nearly two-thirds are more than 20 years old! 

Locomotives represent in value only about one-tenth of the capital investment of the railroads, 
yet their operation and maintenance amount to nearly one-third of railroad operating expenses. 
The greater the cost of operating and maintaining a piece of machinery, the greater the benefit 
to be derived from replacing obsolete with new units. 

New locomotives furnish to the railroads their only opportunity for applying the progress in 
locomotive design and construction to the improvement of their operating schedules and service. 
They also assure lower repair costs and operating expenses. 

Financed over a 10 or 15 year period, such purchases will produce savings far more than 
sufficient to carry all charges on the additional debt. 


What greater opportunity can new capital desire than wise investment in new equipment of 


THE BALDWIN LOCOMOTIVE WORKS 


PHILADELPHIA 


The surplus savings will go to increase net 
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over the Morris & Essex Railroad, 
which is leased in perpetuity to the 
Delaware, Lackawanna & Western 
Railroad Company. In many other 
cases, leased line mileage constitutes 


“an important part of the main lines 


of these and other important systems 
or may perform strategic functions 
for the systems by means of terminal 
facilities or feeder traffic or valuable 
connections. 

Guaranteed stocks in a great many 
instances represent choice system 
mileage since the lines traverse the 
older, more highly developed and 
more densely populated commercial 
territories, and it is a fact of com- 
mon knowledge to those familiar 
with them that the securities of 
lessor railroads have long been con- 
sidered among the strongest and 
safest conservative investments on 
our markets. This situation is self- 
evident from the large amounts 
owned by life and other insurance 
companies, estates, educational insti- 
tutions and other fiduciary accounts. 
That the scone of this investment 
field is broad may be seen from the 
fact that, of the 1,299 railroads in 
the United States in 1934, 344 were 
lessor. companies. In that year 
254,821 miles of railroad were oper- 
ated in this country, of which 39,087 
miles were owned by lessor com- 
panies. Thus 26 per cent of the rail- 
road companies owning 15 per cent 
of the railroad mileage were lessors. 
Furthermore, of the $23.2 billion of 
railway capital actually outstanding, 
$3.2 billion was that of non-operating 


_ companies. 


A noteworthy feature of recent 
railroad history has been the almost 
complete lack of defaults on guar- 
anteed stocks. In all there are about 
150 well known issues of this type, 
about half of which, as determined 
by the dates of the respective leases, 
have been consistent dividend payers 
for more than 50 years, while about 
two-thirds can show a 40-year con- 
tinuity. This excellent record of 
uninterrupted payments is the more 
enviable when one considers the huge 
total of bonds in default that in- 
variably develops during periods of 
economic stress. 


From Nowhere 


To Nowhere 


HE New York, Westchester & 

Boston Railway is facing a crisis. 
Unless some feasible plan is found 
whereby it can be made self support- 
ing, it is held a reorganization is 
Impossible. This is the road that 
starts on the outskirts of New York 
City and ends at its own depots in 
White Plains and Port Chester, sub- 
urban communities. It never should 


Guaranteed Railroad Stocks 


As specialists, we suggest: 

APPROX. 

LESSEE YIELD % 
Allegheny & Western 6%....... Baff., Roch. & Pitts. & B.& 0... 5.56 
Boston & Albany 834%......... New York Central ............ 6.00 
Carolina, Clinch. & Ohio 5%..... 4.85 
Morris & Essex 734%.......... Del., Lack. & Western ......... 5.74 
Northern Central 8%........... ee 3.90 


Minority Railroad Stocks 


We also call attention to the following issues in which we 
| maintain active markets: 


SYSTEM PRICE 
Alabama, Gt. So. Partic., Pfd. ($3)..... $ 85 
Alabama, Gt. Southern Com. (*$114)....Southern ............... 68 
Cinn., N. O. & Texas Pac. Com. (+$714)..Southern ............... 365 
Chic., Burlington & Q. Com. (*$2)...... Gt. No. & No. Pac. ...... 120 

| Virginian Railway (*$246)............. Closely held ............ 140 

Wheeling & L. E. 546% Conv. Pfd. .....N. Y., Chic. & St. L. ..... 110 
Wheeling & Lake Erie Common......... N. Y., Chic. & St. ..... 90 


NOTE: Latest dividend rate in parentheses. 
T$5 regular, $214 extra, semi-annual. 


APPROX. 


*Indicates last payment, no regular rate. 


GUARANTEED RAILROAD STOCKS-BONDS 


52 Broadway 
Tel. BOwling Green 9-6400 


New York 
Teletype NY 1-1063 


For Your Family’s Sake 


“MI-REFERENCE” 


(Personal Record Book) 


Ring Binder—200 pages— 

54x83 inches (Pub. at $5.00). . .$4.50 
To aid in building up your sur- 
plus now, and to expedite the 
settlement of your estate after 
you are gone, it behooves you 
to put your house in order, 
financially. For this purpose 
we recommend “MI- 
REFERENCE,” with ruled 
forms for keeping records of 
all your assets. stock market 
transactions, dates, prices, 
earnings, dividends, profits or 
losses, price range, Income, 
Income Deductions, etc. Reg- 
ular edition, only $4.50, post- 
paid. 

(De Luxe Leather Edition— 
400 pp.—$8.50) 
Readers’ Book Service 

Guenther Publishing Corp. 

21 West Street, New York, N. Y. 


have been built, and never would 
have been except some clever pro- 
moters felt they could hold up the 
New Haven with the threat of con- 
structing a parallel line—that was 
why “Boston” was added to its im- 
posing title. Under the old Mellen 
management New Haven fell for the 
bait hook, line and sinker. It took 
over this small railroad and guar- 
anteed its bonds, and ever since has 
had a headache. Until the New Haven 
itself was forced into bankruptcy the 


“Westchester road had cost it $50 mil- 


lion, which never will be recovered. 
Now that its angel has cast it adrift, 
the Westchester must work out its 
own solution. This it cannot do for 
the reason that it never can develop 
enough traffic to meet its own operat- 
ing costs let alone show a profit. Yet 
if the line were scrapped and its road- 
bed used as a private right-of-way 
for motor traffic, something might be 
salvaged from it. This seems to be 
its lone hope. 
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Know the Science of 
STOCK CHART TRADING 


RADE with confidence based on the 

successful technical principles of THE 
SCHABACKER METHOD, as perfected 
by R. W. Schabacker—author of *:Stock 
Market Theory & Practice,” “Stock 
Market Profits,’ and for 8 years Finan- 
cial Editor of Forbes’ Magazine. Course 
of instruction by mail includes 12 com- 
prehensive studies. Classes limited due to 
personal Question-and-Answer cooper- 
ation. New group now forming. Write 
for booklet K and sample studies to 


THE SCHABACKER INSTITUTE 
11 Stone Street New York 


United States Government 
SECURITIES 
State - Municipal 
Industrial 
Railroad - Public Utility 
BONDS | 


R. W.Pressprich & Co. 


Members New York Stock Exchange 
New York Philadelphia 
Chicago San Francisco 


> 


i 
Realty Equities 
Rising 
Experienced real estate executive will 
assist you in the purchase, sale or 
refinancing of real estate and mort- 


gage investments, Metropolitan Dis- 
trict of New York. 


No charge for consultation. 


E. J. DONEGAN 
50 East 42nd St., New York 


Dr. Gordon Lee Scheffer 


Dentist 


29 Broadway Suite /600 New York 
Tel. BOwling Green 9-3677 


GET MORE BUSINESS — USE 
POST-CARD ADS! 
You can illustrate, print and ad- 
dress the cards yourself on asimple, 
inexpensive little machine — the 
Elliott Cardvertiser. No 
cuts to buy: no type to 
set. Wonderful for finan- 
cial or any other busi- 
ness. Write now for details. 


ELLIOTT 
137 Albany St. Cambriige, Mass. 


Do You Want Better 


Than Average Profits ? 


Send for FREE sample copy of this week’s service. 


“MARKET ACTION” 


624A Empire State Bidg., New York City 


WHEN writing to advertisers, please tell 
them you saw their announcement in 


THE FINANCIAL WORLD 


Bond Market Digest 


HE bond market advanced last 

week, led by railroad issues. 
Price indices showed high grade 
rails at a new all time high, and 
secondary rails at a new high for 
the past several years. 


Rio Grande Western cons. 4s 

Considering the nature of the 
mortgage lien securing these bonds, 
holders appear entitled to better 
treatment than that provided in the 
proposed reorganization plan _ re- 
cently submitted by the manage- 
ment; retention of holdings on a 
speculative basis is advised. (Re- 
cent price 48). The Guaranty Trust 
Company, trustee for Rio Grande 
Western first consolidated 4s, is 
taking steps which may be signifi- 
cant of the beg:nning of a “new 
era” of bond trusteeships. As a 
result of widespread criticism of the 
perfunctory nature of bond trustee- 
ships, the S.E.C. conducted hearings 
and made recommendations for new 
standards of practice by institutional 
trustees in order that their functions 
might more adequately protect the 
interests of investors. Probably in- 
fluenced by the. Commission’s find- 
ings, the current tendency is for the 
scope of trustee service to be ma- 
terially widened. protective 
committee has been formed for the 
Rio Grande Western 4s. However, 
the bank acting as trustee has in- 
tervened as a party to the reorgan- 
ization proceedings. Last week the 
trustee called a meeting of the 
holders of the bonds to discuss the 
steps which should be taken at this 
time to protect their interests, in- 
cluding such matters as the road’s 
rehabilitation program, the disposi- 
tion of stock of the Utah Fuel 
Company which is part of the se- 
curity for the issue, and the desir- 
ability of preparing a formula for 
the allocation of earnings and ex- 
penses among the several mortgage 
districts. 


Union Pacific 34s 


As a definitely high grade invest- 
ment offering a relatively satisfac- 
tory yield, Union Pacific debenture 

ss are suitable for inclusion in bond 
portfolios where selections are gov- 
erned by conservative principles. 
(Recent price, 993). A second issue 
of Union Pacific debenture 34s has 
been floated which is comparable in 
most respects to the bonds which 
were brought out last April. The 
maturity of the new issue, 1970, is 
slightly shorter, and the offering 


price, 993, slightly higher. The 
bonds were quoted at a small pre. 
mium over the offering quotation 
shortly after the formal announce. 
ment. The financing marks the ge. 
ond step in the company’s refunding 
program. The proceeds will be used 
for the redemption of Union Pacific 
4s, 1968. The savings in interest 
are unusually small expressed jp 
terms of per cent, but the company 
evidently considered it advisable to 
proceed with the redemption of the 
4s of 1968, which are callable at 
par, before undertaking the retire. 
ment of the first lien and refunding 
5s and 4s which are callable jointly 
at 1073. 


New Haven Junior Bonds 

With even the underlying mort- 
gage bonds in default, the junior 
issues of the New York, New Haven 
& Hartford (debentures and _ bonds 
secured by the first and refunding 
mortgage) are unquestionably in a 
decidedly speculative position. But 
the possibilities for eventual recov- 
ery indicate the advisability of spec- 
ulative retention of these bonds. 
(Recent price of debenture 4s, 33.) 
The heavy maintenance expenditures 
of the New Haven have concealed 
the benefits which this road has de- 
rived from general business improve- 
ment in 1936. Large special expen- 
ditures were necessitated by flood 
damage on the Hartford-Springfield 
line, and other parts of the system 
in the spring months, but this tem- 
porary factor has been superseded 
by the road’s general improvement 
program. For the first seven months 
of 1936, the New Haven increased 
maintenance outlays $2.8 million 
over the like period of 1935, an ad- 
vance of over 25 per cent. As a result, 
net operating income declined from 
$4.8 million to $2.5 million. Gross 
revenues increased about 10 per cent 
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the first instance. 


$20,000,000 


Union Pacific Railroad Company 
Thirty-Four Year 342% Debenture Bonds 


To be dated October 1, 1936 


Redeemable as a whole, but not in part, at the option of the Company, upon not less than 
forty-five days’ published notice, on October 1, 1941, or on any interest date thereafter 
up to and including October 1, 1946, at 103%; thereafter up to and including 
October 1, 1951, at 10214%; thereafter up to and including October 1, 1956, 
at 102%; thereafter up to and including October 1, 1961, at 10114%; 
thereafter up to and including October 1, 1966, at 101%, and 
thereafter at 100%, in each case with accrued interest. 


The issue and sale of these Bonds are subject to the approval of the Interstate Commerce 
Commission and all legal proceedings in connection with the issue and sale thereof are 
subject to the approval of counsel for the undersigned. 


CHEMICAL BANK & TRUST COMPANY, Trustee 


In the opinion of counsel, these Bonds are legal investments for savings banks under 
the laws of New York, Pennsylvania, California and Rhode Island. 


Copies of the circular dated September 18, 1936, describing these Bonds and giving informa- 
tion regarding the Company, may be obtained from the undersigned on request. 


OFFERING PRICE 9914,% AND ACCRUED INTEREST 


Subject as aforesaid the Company has agreed to sell and Kuhn, Loeb & Co. have agreed to 
purchase the above Bonds at 9714% and accrued interest to date of delivery. The under- 
signed reserve the right in connection with the marketing of these Bonds, or otherwise, 
to purchase or sell these Bonds or other securities of the Company in the open 
market or otherwise. Temporary bonds or interim receipts of the Company, 
exchangeable for definitive bonds when prepared, may be delivered in 
The Company has agreed to make application in 

due course to list the Bonds on the New York Stock Exchange. 


’ Kuhn, Loeb & Co. 


New York, September 18, 1936. 


To be due October 1, 1970 


in August, but operating net was 
materially smaller than the figure of 
$548,952 reported last year, accord- 
ing to preliminary estimates. How- 
ever, the bondholders will eventually 
benefit from the improved condition 
of the properties. The New Haven’s 
financial difficulties were primarily 
the result of burdensome guarantees 
on leased properties, many of which 
were operated at a loss, rather than 
any fundamental weakness in the 
position of the major part of the 
railroad system. 


Pressed Steel Car 5s 

Retention of speculative holdings 
seems advisable, in view of the ris- 
ing trend of the rail equipment busi- 
hess and recent indications of the 
Success of the reorganization plan. 
(Recent price, 109.) Advancing quo- 
tations for Pressed Steel Car 5s were 


"based upon reports that opposition 


to the reorganization plan had been 
overcome by the granting of some 
concessions to the preferred stock- 
holders. Despite confirmation of the 
plan by the court which had the trus- 
teeship in its jurisdiction, and for- 
mal organization of the successor 
company, some elements of uncer- 


tainty remained because of the threat - 


of a preferred stockholders’ group to 
carry its opposition to the U. S. 
Supreme Court. Unless unexpected 
further obstacles arise, the new com- 
pany should now be in a position to 
derive the benefits of increasing rail 
equipment orders unfettered from 
the threat of legal troubles. 


International Cement 4s 
Speculative retention of hold- 

ings, with a view to sale or con- 

version before expiration of the 


current conversion option, is sug- 
gested. (Recent price, 155.) Bonds 
having valuable conversion options 
are generally not likely to remain 
outstanding for any great length of 
time, and the International Cement 
4s are no exception. In this case, 
the company probably will not fol- 
low the lead of a number of other 
concerns and “force conversion” 
by issuing a redemption call. The 
current conversion basis, $35 a 
share for the common _§ stock, 
changes to $40 a share on January 
1 next. With the common stock 
selling around 55, this change will 
mean a difference of about $200 in 
the conversion value of a $1,000 
bond. Consequently, it is reason- 
able to assume that most of the 
bonds will be converted before 
January 1, unless there should be a 
sharp decline in the price of the stock. 
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AVIATION! 


Will present trends develop 
market leaders in this group? 


H’s this industry reached a 
point where a much more 
rapid phase of development is in 
prospect? What companies 
appear to have the widest 
margin of growth possibilities 
over the next year? 

A timely analysis of this growing in- 
dustry with statistical study of 12 
leading manufacturing and transport 


units appears in the current UNITED 
OPINION Bulletin. 


UNITED OPINION 
Stock Selections 


From these 12 issues our staff has 
selected 3 that appear to have out- 
standing investment possibilities. 
You may have this analysis and list 
as an example of the United Opinion 
method of forecasting. 


Send for Bulletin F.W.69 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 


CELANESE 


a CELOTEX 
which would you buy 


The real situation for investors is 
none too obvious. What WOULD 
you do? One of these stocks has 
an “Index of Gain Power’ regis- 
tered at .0306, the other .0927. 
Some day one will far outstrip the 
other because of this difference ... 
and for no other reason. Canny 
investors will get our comparison 
now, with the interpretation of the 
“Index” for these issues and its 
revealing incisiveness. FREE to 
readers of this advertisement—vwrite 


to Dept. 177A TODAY. 


TILLMANISURVEY 
DAA A” FENWAY 


LARGE 
MARKET PROFITS 


On August 17th we selected LEHIGH VALLEY 
RAILROAD as an outstanding bargain stock. It 
was then selling at 14%. Within five weeks it 
had sold above 19. Here, then, is a profit of 
nearly 30% in a little over a month. 2 

Of course, this is an unusually large gain to 
make in such a short time, but it demonstrates 
what can be done if you ferret out cheap stocks 
quoted at bargain prices. 

Such issues are hard to find. We have located 
another which appears especially promising. 
Earnings point definitely higher. The stock is 
listed on the New York Stock Exchange. Its 
action leads us to believe that it is due for a good 
advance. Still it may be picked up now at a very 
low figure. 

The name of this stock will be sent to you ab- 
solutely free. Also an_ interesting booklet, 
“MAKING MONEY IN STOCKS.” No charge— 
no obligation. Just address: 


INVESTORS RESEARCH BUREAU, Inc. 
Div. 180, Chimes Bldg., Syracuse, N. Y. 


Or Gossip a Customers’ Man 
Hears Around Broad and Wall 


Bethlehem Steel has perfected a process which introduces color into the manufae. 
ture of automobile sheet steel—as only red and blue are possible now, the paint 
manufacturers need not worry yet. . . . Perhaps reports of Ethel Barrymore's 
retirement were premature—anyway, she will star in a new radio series for the 
Bayer aspirin division of Sterling Products soon. . . . Some idea of the 
economy of a Diesel automobile is indicated by the trial runs made by the Saurer 
Diesel Manufacturing Company of Switzerland—the average was 39 miles per 
gallon of fuel oil, costing 64 cents. . . . So great has been the demand for 
suspenders by women that A. Stein may bring out a special type for the ladies— 
this is just about the last outpost of gentleman’s attire that has been appropriated, 
- + + More may soon be heard of a plan whereby Warner Bros. Pictures may 
acquire the big Roxy Theatre in New York—it,is understood, however, that another 
big chain is also after it. . . . 


Paper’ manufacturers are watching the new mechanical cotton picker with 
interest—maybe it’s a real improvement over the old fashioned rag picker. 


Pennsylvania Railroad, the Jersey Central, the Erie and the Lackawanna are 
working on plans to add more special snow trains this winter—one reason: New 
York Central sold over 31,000 tickets to the snow birds last year. . . . Wilson 
& Company follows the tin can parade with its move to pack hams in tin containers 
—the new product will be tradenamed “Tender-Made.” . . . The influence of 
Britain’s coming coronation is to be seen in the naming of a Gorham silverware 
pattern after the new monarch—it is to wonder if this is the same kind of silver 
with which King Edward ate. . . . Armstrong Cork will soon announce the 
reopening of its New Brunswick, N. J., plant which has-been closed since 1931— 
increased demand for linoleum is said to be the reason. . . . The new picture 
magazine of Time Incorporated, yet unnamed, will issue its first number on 
November 18—over 200 photographs, representing 90 per cent of the editorial 
content, will feature the publication. . . . Hollywood seems to be concerned 
about the radio taking its stars but more are on the way—General Foods is angling 
for Joe E. Brown while General Motors has its eye on Irvin S. Cobb, . . . 


New York’s largest apartment building, London Terrace, polls 3-to-1 against 
Roosevelt—so they’re now calling it “Landon Terrace.” 


Ford Motor’s new 1937 models are expected to copy the body styles of the Lincoln 


, Zephyr—this means that the front hood will lift with hinges at the cowl. 


After all these years of specializing only on the manufacture of hats, John B. 
Stetson will enter production of ladies handbags—the bags will be made of felt 
to match its women’s hat lines. . . . Taking advantage of the automobile 
safety campaigns throughout the country, Life Savers offers a metal license plate 
emblem—the slogan, of course, is “Be a Life Saver—Drive Safely.” . . . More 
will soon be heard of a new duPont plastic which is being made into men’s collars 
—while they look like a starched collar, they are non-wilting and can be cleaned 
with a damp cloth—Acquisition of Dey Brothers, leading Syracuse, N. Y.} depart- 
ment store by Allied Stores, should not be accepted as a new expansion move on 
the part of the latter—the chain will concentrate on the development and improve- 
ment of already controlled properties. . . . 


Lloyds Insurance has lowered the odds against a European war within six 
months from 9-to-1 to 17-to-3—no use worrying until the odds become even. 


The Automobile Manufacturers Association has found it necessary to add an- 
other floor for the New York automobile show—reason: fifteen manufacturers of 
auto-house trailers want to exhibit. . . . Increased cigar consumption has 
stimulated new promotion activities among the makers—both Bayuk and Congress 
Cigar are planning the most intensive campaigns of their recent histories this fall, 
. . .« The newest in gasoline pumps is all-glass and a product of Libbey-Owens- 
Ford—Shell Union is testing a number, made in colors to harmonize with its red 
and yellow trademark. . Cannon Mills supplies the new dishcloths which 
Procter & Gamble will feature as a premium with its “Chipso” soap powder— 
this time the premium costs a cent over the purchase price of the package. . . + 
Goodrich Rubber’s new bid for more battery business is its “Kathanode-Electro- 
Pak” which is guaranteed for the life of the car—now if they can only develop 
a tire with the same guarantee. . . . Boston & Maine Railroad has instituted 
a drive against platform kissing that has been holding up its week-end special 
trains—can’t the road afford to delay trains since the new low rates went into 
effect ? 
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You can’t go wrong following 
the leaders. Just a few leaders 
who have picked offices in 

21 West Street, New York 


Pillsbury Flour Mills Standard Fruit & S.S. 


General Foods Southern Cotton Oil 
Nat'l Cash Register R.R. Marine Service 
Int'l Harvester The Financial World 
Pittsburgh Coal Armco International 


The proof of a building 


is in its tenants 


Fall fabrics for per- 
fect custom tailor- 
ing now showing. 
Business suits 
start from 


EIGHTY-FIVE DOLLARS 


Telephone BRyant 
9-7495 for an appoint- 
ment if you wish at 
your office. 


SHOTLAND ann SHOTLAND 


g 574 FIFTH AVENUE, NEW YORK | 


Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources 


H. D. WILLIAMS 


New York City 


News Behind 
the Ticker 


This column is a compendium of re- 
ports current in the financial district. 
As much of the content is merely gos- 
sip, nothing contained herein should be 
interpreted as representing edi- 
torial opinion of THE FINANCIAL WORLD. 


HE offensive drive on stock offer- 

ings at the old ceiling has been 
aggressive, though perhaps without 
the concerted leadership of big pro- 
fessional operators who know better 
how to handle a situation such as 
prevailed in the past week or so. 
But it appeared that just when the 
market was in a position to break 
out into the clear, the more active 
sponsors remembered that there was 
still lurking in the background a 
foreign situation with its many 
ramifications (and most of them at 
least not bullish), and then some of 
the steam of the drive blew itself 
off. 


NE of the most notable per- 
formances of last week was dis- 
played by that old favorite of the 


merger days—International Paper. 


The usual rumors of a recapitaliza- 
tion plan were around, and as usual 
were denied in semi-official sources. 


‘Then there was talk of a shortage of 


newsprint next year, which must 
have surprised not a few Canadians 
who are aware of the surplus plant 
capacity which undoubtedly would 
be placed in production if the price 
structure was more satisfactory. 
The best founded report was that 


the company would show earnings | 


of between $1.50 and $1.75 per 
share on the preferred for the 
third quarter and that the outlook for 
the kraft division was bright. 


NSIDERS are more bullish on the 

Postal Telegraph situation and 
are reported to be among the larger 
buyers of the bonds. No reorgan- 
ization plan is likely for some time, 
but the company is said to be earn- 
ing about 60 per cent of its fixed 
charges and is expected to better 
that showing before long. London 
buying last week in the aircrafts 
and oils was noted, one house claim- 
ing that its business was the largest 
in some time from its English con- 
nections. Foreign buying also con- 
tinues heavy in International Nickel, 
but some investment trust profit- 
taking has recently furnished some 
fairly large offerings. Rumors that 
the latter company is going to call 
its preferred stock were around dur- 
ing the periods of strength. Some 
short covering in General Motors 
and Chrysler accompanied the rise 
in these two stocks, but former 
friends are not as cheerful as they 
have been. Earnings for the current 


six months are not now expected to . 


be up to previous estimations. 


Stuart 
Chase 


presents 


The Continent 
of North America 


as it was—as it now is 


and what we had better 
do about it as quickly 
as may be 


HE continent of North America is 

the hero of this book. Stuart 
Chase, like an accountant sizing up a 
set of ledgers, shows us the state of 
the land, its resources in their primeval 
abundancy, their depletion under the 
profligate hand of the pioneer, what it 
means to us, what is being done about 
it, and what still must be done. The 
humanity underlying this book, its na- 
tional implications, and its dramatic 
narrative of the rise and fall and pos- 
sible rise again of America’s natural 
wealth will appeal to the thousands of 
readers who recognize in Stuart Chase 
one of the most important writers of 
our time. 


RICH LAND 
POOR LAND 


A Study of Waste in the 
Natural Resources of America 


By STUART CHASE 
561 pages, 5%4 x 8, illustrated, $2.50 


What Others Say 


“Has clearly demonstrated that we cannot 
afford any longer to be spendthrift with 
our natural resources.” 

N. Y. Herald-Tribune 


“No one who reads it can fail to under- 
stand what the rape of a continent has 
meant in terms of wasted dollars and 
cents and in human suffering.”’. 

Times 


“Qne of the most useful books he has 


— 


See it 10 days. Send this coupon 


The New Yorker f 


McGRAW-HILL ON-APPROVAL COUPON 


McGraw-Hill Book Company, Inc. 

330 West 42nd St., New York, N. Y. 

Send me Stuart Chase’s RICH LAND POOR LAND 
for 10 days’ examination on approval. In 10 days 
I will send $2.50, plus few cents postage, or retuvn wg 


book postpaid. (We pay postage on orders accom- 
panied by remittance.) 


(Books sent on approval in U. S. and Canada only.) 
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Ratings are Diath The Financial World Inde- 
Prices 
are as of the Wednesday closing prior to 


pendent Appraisals of Listed Stocks. 


date of issue. 


“Also FW” refers to the last previous item 
in the magazine. Opinions are based on data 
regarded as reliable, but no responsibility is 
assumed for their accuracy. 


AMONG 


THE 


BULLS 


AND 


BEARS 


Armour (IIl.) Cc 

The $6 convertible preferred quali- 
fies as a businessman’s investpent, 
around 80 (yield, 7.5%), but the 
common (at 54) is distinctly specula- 
tive and better opportunities are 
available elsewhere. A statement of 
the management indicates that the 
company enjoyed a turn for the 
better in the July quarter with busi- 
ness the best “experienced for any 
similar period in a number of years.” 


‘Whether or not the improvement was 


sufficient to offset the decline in the 
first six months was not revealed, 
but it is possible that earnings will 
not run much below the 53 cents a 
share reported for the fiscal year 
ended October 31, 1935. (Factograph 
No. 257. Also FW, Jan. 15.) 


Arnold Constable C+ 

Improving outlook justifies reten- 
tion of moderate speculative hold- 
ings, around 13, for the longer term 
(yield, 4%). A183 per cent increase 
in sales in the six months ended July 
31 enabled the company to show a 
profit of 8 cents a share as compared 
with the deficit of 24 cents in the 
corresponding period of last year. 
With the best seasonal period ahead, 
the company should have a good year 
and earnings for the full period are 
expected to be well in excess of the 
66 cents reported for the fiscal year 
ended January 31, 1936. (Facto- 
graph No. 426. Also FW, Dec. 
11, ’35.) 


Brooklyn-Manhattan Transit B 

Commitments, last recommended 
at 48 (FW, July 22), may still be 
considered for the better than aver- 
age yield, around 58 (yield, 6.8%). 
Rather unexpected was the -increase 
in the quarterly dividend rate from 
75 cents to $1, as the shares had been 
affording a generous return, but the 
action was explained by a director’s 
statement that the raise was justi- 
fied “because we are earning more 
than we are paying on the common.” 
The report for the first two months 
of the new fiscal year discloses earn- 
ings of 58 cents a share, or more 
than double the 23 cents reported for 
the same period of last year. (Fac- 
tograph No. 50. Also FW, Mar. 4.) 


Caterpillar Tractor A 
Continues to offer long term pos- 
sibilities, around 78, as a means of 


representation in the future of Diesel 
power (yield, 2.5%). Renewed in- 
terest in the shares is apparently 
predicated on the expectation that 
the dividend meeting late in October 
will bring an increase in the present 
$2 annual dividend, or at least a 
generous extra. At the same meet- 
ing a year ago a 50-cent extra was 
declared. Earnings are continuing 
to show improvement, with the profit 
for the eight months ended August 
31 at $3.29 a share, against $2.05 
for the same period of last year. 


(Factograph No. 355. Also FW, 
June 3.) 
Consolidated Oil —: 


Commitments last recommended at 
12 (FW, Sept. 2), may still be given 
consideration at current levels, 
around 134, for longer term holding 
(yield, 6.3%). Declaration of an 
extra dividend of 25 cents a share 
in addition to the regular quarterly 
distribution of 15 cents reflects the 
improvement which the oil industry 
has made this year as well as the 
company’s success in adjusting its 


_capitalization and in improving its 
efficiency through its integration 


and expansion program. Savings 
through lower interest and preferred 
dividend charges should augment 
future net earnings available for 
dividends and lead to more liberal 
distributions from time to time. 
(Factograph No. 475.) 


Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


Illinois Central pfd. ...... Cc toC+ 
Illinois Central com. ...... D+to C 
Earns. approximately covering 
fixed charges 
Interstate Dept. Stores....C toC+ 
Earnings. up sharply. Starts Div. 
Kansas City Southern pfd..C toC+ 
Kansas City Southern com.D+to C 
Traffic 30% ahead of 1935 
McKeesport Tin Plate....A+toA 
Drought may affect can sales 
Earnings outlook promising 
Good improvement in financial , 
position 
N. Y. Chicago & St. Louis. C toC+ 
Has funded floating debt 


OOTP. D toD+ 
Showing small profits 

United Engineering ...... C+toB 
Should show further earns. gains 

United Paper Board...... D toD+ 


Operations at a profit 
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Cuba Company. D 

Little incentive for commitments 
in the shares, around 14, and hold- 
ings not advised. The turn for the 
better in sugar mill operations 
proved hardly sufficient to offset the 
further decline in railroad operations 
and as a result a deficit of $5.25 a 
share was reported on the common 
stock for the fiscal year ended June 
30, against a deficit of $5.27 in the 
1935 fiscal year. While Cuban 
sugar prospects are continuing to 
improve, it is apparent that the 
company is still far removed from 
profitable operations—and mean- 
while arrears on the preferred stock 
have accumulated to a total of $35 
a share. (Factograph No. 443.) 


Cutler-Hammer B 

Better adjusted to earnings pros- 
pects at 64 than when last recom- 
mended around 52, (FW, June 3) 
but long term holdings may be re- 
tained (yield, 2.7%). A continued 
expansion of demand for electrical 
control apparatus during the summer 
months is responsible for an upward 
revision of earnings estimates for 
1936 and it is now expected that the 
company will show around $4 a 
share, more than double last year’s 
profit of $1.83. (Factograph No.339.) 


Delaware & Hudson C+ 

Long term holdings of stock, now 
around 47, need not be disturbed. 
Entering September with a 31 per 
cent increase in carloadings over a 
year ago, the road may enjoy a 
better than seasonal recovery this 
fall. Operations thus far this year 
have shown moderate improvement 
with the deficit of $2.08 for the seven 
months ended July 31 below the def- 
icit of $2.96 reported for the same 
period of last year. While dividend 
resumption is not a near term pros- 
pect, the company’s strong cash posi- 
tion may permit a payment some- 
what sooner than generally expected. 
(Factograph No. 249.) 


Firestone B 

Continues attractive for longer 
term holdings, around 29 (yield, 
4.1%). Holders of the common 
stock will not find their dividend 
checks for the current quarter ar- 
riving on or about October 20, which 
would be the next regular due date. 
Because of the provisions of the new 
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tax law, the company has deferred 
common dividend action until after 
October 31, the close of the fiscal 
year. Thus by delaying payment 
until the beginning of the next fiscal 
year the company’s liabilities for 
the surtax on undistributed profits 
for 1937 will be reduced. (Facto- 
graph No. 6. Also FW, June 24.) 


General Asphalt C+ 


Not outstandingly attractive, 
around 25, but moderate speculat:ve 
holdings may be retained. In line 
with the trend to eliminate sub- 
sidiaries and thus avoid double taxa- 
tion, General Asphalt proposes to 
merge four of its affiliated companies 
and change the parent company 
name to The Barber Company, or 
the same as its best known trade- 
name. The consolidation is expected 
to effect not only economies in taxa- 
tion, but increase efficiency of opera- 
tions and distribution. A_ stock- 
holders’ meeting will be held October 
26, to vote on these proposals and 
also to amend the certificate of in- 
corporation to permit directors to 
issue and sell mortgage obligations 
of any character without having to 
secure approval of 75 per cent of the 
shareholders, as at present. (Facto- 
graph No. 500. Also FW, Apr. 1.) 


Interstate Dept. Stores C+ 

Offers some longer term attraction, 
around 25 (indicated yield, 2%). 
Resumption of common dividends 
with a payment of 50 cents a share, 
after a lapse since 1931, follows a 
rather sharp earnings improvement. 
Net in the six months ended July 31 
rose to $1.01 per common share in 
contrast with the deficit of 37 cents 
last year in that period. Company 
now is operating 40 stores against 
the average of 35 in the first half 
of 1985 and the sales record has 
been quite satisfactory. In the first 
seven months of this year dollar 
volume rose 16.8 per cent above last 
year, with August showing a gain of 
24.2 per cent. (Factograph No. 389. 
Also FW, Apr. 22.) 


Int’l Tel. & Tel. C 

Longer term speculative holdings 
need not be disturbed, around 12. 
Gross earnings increased 12 per cent 
in the second quarter, with net rising 
to 27 cents a share in comparison 
with 25 cents in the preceding quar- 
ter and 14 cents in the corresponding 
period of last year. Net income of 
$3.3 million in the first half included 
$1.6 million of dividends declared 


by, and interest and management. 


fees accruing from, the Spanish Tele- 
phone Company; cash remittances 
from Spanish subsidiaries aggre- 
gated $788,000 since January 1, but 
no remittances have been received 
from Spain since July 17 and trans- 
fers under present conditions are 
impossible. The company made no 


RAIL STOCKS AFFORD BIG PROFITS 
WHEN Bought at Right Time 


Again Railroad stocks are becoming 
market favorites. Having finally 
emerged from serious difficulties that 
threatened their actual corporate exist- 
ence, they (as a group) once more are 
making money and looking forward 
confidently. 


The public, ever hopeful of taking 
profits from a new group leader, looks 
hopefully to the Rails. 


Yet what are the facts regarding this 
major group? 


Do the substantial advances of most 
railroad stocks in the last year strength- 
en or weaken their profit-possibilities ? 


When should railroad stocks again be 
purchased ? 


How You Can Know 


The manner in which you answer the ques- 
tions and the resultant action taken deter- 
mines the size of the profits you make. To 
seek out the answers requires intelligent con- 
stant study of the markets and a knowledge 
of trends and market forecasting factors that 
but few can hope to possess. Fortunately, 
however, these and other vital anwers are 
available to all investors. 


Anticipation of market trends and events is 
largely a matter of interpretative philosophy, 
understanding and experience. Mr. A. W. 
Wetsel, who for more than a decade has been 
widely recognized for his ability to antici- 
pate market changes and trends, has made a 


long and thorough study of railroad stocks. 
And his clients have been making profits 
from their investments in railroad stocks 
during the last four years. 


SPECIAL RAILROAD ANALYSIS 
SENT FREE 


Mr. Wetsel has -just completed a special 
analysis of the railroad situation which 
every investor and trader should read with 


‘genuine interest. He discusses the group and 


some of its leading stocks from the viewpoint 
of their market position. He supplies a type 
of information: that is rarely available from 
other sources, 


In view of the widespread interest in the 
major group of stocks, we believe every in- 
vestor and trader will want a copy of this 
authoritative analysis. And we are making 
it possible for you to have your copy without 
further obligation. Merely mail the coupon 
and it will be sent promptly—while it is still 
news that can be used advantageously by 
you. 


A. W. WETSEL 
Advisory Service, Inc. 


The only Investment Counsel Organization 
Under the Direction of Mr. Wetsel. 


Chrysler Building New York, N. Y. 


Please send me immediately Mr. Wetsel’s latest 
analysis of Rail Stocks and his specific recom- 
mendations. No obligation. 

F.W.-619 


Name 


City 


provisions in the first half for losses 
which may be sustained as a result 
of present disorders in Spain, as it 
was impossible to ascertain the ex- 
tent of the damages. (Factograph 
No. 101. Also FW, June 17.) 


Kennecott Copper oe 

One of the more attractive raw 
material equities, the stock, around 
49, is in a position to reflect further 
gains in the durable goods industries 
and qualifies as an inflation hedge 
(indicated yield, 2.5%). Total op- 
erating revenues in the first half of 
this year rose to $42 million, a gain 
of more than 48 per cent, and net 
earnings were equal to 84 cents per 
common share as compared with 32 
cents in the corresponding period of 
last year. The current half year 
will reflect more substantially the 
higher copper prices and further 
gains in consumption. An increase 


in the current indicated dividend 
rate, or a liberal year-end extra, ap- 
pears indicated. (Factograph No. 
11. Also FW, July 8.) 


Lake Shore Mines B+ 

One of the more conservative gold 
mining speculations, the stock, 
around 57, may be considered for in- 
come (yield, 7%). With the removal 
of a part of the tax burden which in 
the fiscal year ended June 30, 1935, 
cost the company over $1.4 million 
in a special bullion tax (equal to 72 
cents a share), net in the recent fiscal 
period increased to $4.84 per share 
as compared with $4.12 in the preced- 
ing fiscal year. Financial position is 
strong, with working capital of $11.5 
million, and while the company is 
said to be working lower grade ores 
a satisfactory protection for the 
present $4 dividend rate appears 


_ likely. (Last N. & O., Sept. 25, ’35.) 
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ONE SECRET 
OF FINANCIAL 
SUCCESS 


Profit by Other People’s 
Experience Through These 
Books and Charts 


735 “STOCK FACTOGRAPHS” 
$2.75 


Tells quickly just what you want to 
know about 735 leading companies: 
statistical position, financial set-up, 
chief products or activity, character of 
management, sources of income. Each 
“FACTOGRAPH” includes chart of 8- 
year earnings record and of 8-year price 
range. Includes 224 Revised ‘‘Facto- 
graphs’’ FREE. 


“AMERICAN STOCK GUIDE 
AND BOND HANDBOOK’”’ 
October Issue Ready Oct. 8th.......... 50c. 


Handy, indexed, pocket reference man- 
ual of corporation statistics on 1,768 
stocks and bonds on N. Y. Stock 
Exchange, Curb and other big 
exchanges. 


“TICKER TECHNIQUE” 
By ©. D. Foster. ....cccsccccscccces $5.00 
Reading and using signals of the Ticker 
Tape. Based upon seventeen years’ 
market experience. 


3-TREND 
“SECURITY CHARTS” 
Charts of 201 leading stocks—show 
weekly price range, volume and resist- 
ance points past 18 months. 


“SECURITY ANALYSIS” 
By Graham & Dodd—725 pages....... $5.00 
Perhaps the greatest book on analyzing 
security values. Adopted as an official 
text book by N. Y. Stock Exchange. 


“IF YOU MUST SPECULATE, 
LEARN THE RULES” 

By Frank J. Williams—97 pages...... $1.00 

“Contains more real information about 

what to do in the stock market than 


several large volumes,’ said Brooklyn 
Eagle. 


“WHAT THE FIGURES 
MEAN” 


By Spencer B. Meredith—80 pages 


Helps you to see through earnings re- 
ports on stocks you hold. 


“STOCK MOVEMENTS & 
SPECULATION” 


By Frederic Drew Bond—211 pages 


“Best book yet written on stock specu- 
lation,”’ said N. Y. Times Annalist. 


We can fill your order for any of above books the 
same day your check or money order reaches us. No 
extra charge for postage. 
deliverics add 2% sales taz. 


BOOK DEPARTMENT, 
THE FINANCIAL WORLD 
21 WEST STREET, NEW YORK, N. Y. 


For New York City 


Lott D 


Speculative opportunities in the 
stock, even around 2, are small; bet- 
ter defined situations elsewhere. 
Company has not been able to show 
much progress. Deficits incurred in 
the first half of this year have been 
higher than in 1935, with the loss for 
the first six months reported at 30 
cents a share in comparison with the 
deficit of 9 cents in the like preced- 
ing period. Further adjustments in 
selling prices appear necessary for a 
reversal in the earnings trend. (Fac- 
tograph No. 460. Also FW, July 1.) 


Mullins Manufacturing “B” Cc 

The $7 non-cumulative preferred, 
last recommended at 74 (FW, Apr. 
29), continues attractive for income, 
around 96 (yield, 7.8%), but the 
class B at 27 appears high on the 
basis of earnings prospects. Early 
estimates of 1936 results place earn- 
ings at around $2.25 a share on the 
combined class A and B shares, 
against $1.41 on the same basis last 
year. Prospects are favorable, for 
its automotive parts division (repre- 
senting about 50 per cent of the 
business) is already booked to capac- 
ity for the 1937 automobile year. In 
fact it is said that some new business 
has been rejected along that line as 
the company is more interested in 
developing its household equipment 
division. The next move, however, 
should be a resumption of dividends, 
possibly as soon as early next month. 
(Factograph No. 303.) 


National Biscuit B 

Changed outlook makes stock, now 
at 31, unattractive; transfer to more 
promising issues is warranted (yield, 
5.1%). Recent weakness in the price 
of the shares reflects indications that 
earnings for the September quarter 
will show a decline as compared with 
the 40 cents a share reported for the 
same quarter of last year, which 
would also be under the quarterly 
dividend requirement. Higher prices 
for flour, sugar, cocoa and flavorings 
plus the difficulty in raising retail 
package prices have narrowed profit 
margins. While the company con- 
tinues in a strong financial position, 
any further earnings decline might 
bring another dividend reduction. 


(Factograph No. 140. Also FW, 
Aug. 5.) 
Oppenheim, Collins Cc 


Limited speculative holdings need 
not be disturbed, around 11. AI- 
though sales volume in the fiscal year 
ended July 31 was only $481,000 
higher at $8.6 million, through im- 
proved operating efficiency, the com- 
pany reduced the net deficit to 
$16,000 as against the loss of $591,- 
000 in the previous fiscal year. Ona 
per share basis, the loss in the recent 
period was equal to 8 cents on the 
common in comparison with the def- 


icit of $2.96 in the 1934-1935 fiscal] 
period. Operations are now believed 
to be on a profitable basis, and finan. 
cial position is comfortable. (Facto. 
graph No. 541.) 


Remington-Rand C+ 

Common, around 19, is not cheap 
on basis of immediate earnings pros. 
pects but moderate long term spec- 
ulative holdings may be retained 
(yield, 3.1%, plus 2% in stock). 
Rights issued to purchase additional 
stock at 274 which were scheduled to 
expire on October 1, were extended 
last week to January 15, 1937. This 
might suggest that the management 
is hopeful that the price of the com- 
mon will advance more than 84 points 
in the interim and thus make exercis- 
ing the rights attractive, but if it 
does not work out that way the ex- 
piration date can again be extended. 
(Factograph No. 64. Also FW, July 
29.) 


Texas Gulf Sulphur B 

Existing holdings, around 35, may 
be retained for more favorable liqui- 
dating levels (yield, 5.7%). As was 
predicted previously (FW, July 29), 
Texas’ Governor Allred will recom- 
mend to the legislature of that state 
that the severance tax be upped to 
$2 per ton from the present rate of 
75 cents, in keeping with the action 
of Louisiana a few months ago. Sul- 
phur production of the company last 
year is estimated at around 970,000 
tons; thus the increase in the tax, 
if approved by the legislature, will 
mean about $1.2 million additional 
costs per annum, or equal to around 
31 cents per share. Company is un- 
derstood to have covered its divi- 
dend requirements for the year in the 
first nine months, however, and sales 


volume is believed to have improved 


concomitant with general business 
progress. (Factograph No. 66. Also 
FW, May 6.) 


United Engineering B 

Suitable for longer term purchases, 
around 48 (yield, 4.2%). Company 
is reported to have obtained some 
rather large orders recently, includ- 
ing a contract for a large rolling 
mill installation in South Wales. 
Earnings amounted to $1.55 per 
share in the first half of this year 
as against 64 cents in the comparable 
period of 1935. In view of orders 
now at hand and the prospects for 
enlarged volume in the future, the 
stock appears interestingly priced 
among comparable equities in the 
heavy industries group. 


U.S. Gypsum B+ 

Unattractive for income, around 
102, but shares continue to offer pos- 
sibilities on the basis of their share 
in the building revival (yield, 1.9%). 
Another step in the company’s plan 
to spur home building is seen in the 
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creation of a specialized department 
of architectural and engineering 
service under the direction of a 
former PWA official, The new de- 
partment ‘will cooperate with ar- 
chitects and builders in developing 
dhe most efficient construction of all 
types of buildings with special em- 
phasis placed on low cost housing. 
Among the improvements offered 
will be new materials featuring ad- 
vancements in fireproofing and in- 
sulation. (Factograph No. 295. Also 
FW, Nov. 27, ’35.) 


U. S. Smelting B 

Reinstatement of holdings liqui- 
dated upon previous advice at 97, 
not advised at current levels around 
82 (no regular dividend rate). Dec- 
laration of a $2 dividend will bring 
total payments thus far in 1936 to 
$10 per share as compared with $8 
paid in 1935. For the three months 
ended August 31, earnings are placed 
at $2.38 per share against $2.61 in 
the like period of last year, which 
brings net for the first eight months 
of this year to $5.09 per share. Quo- 
tational gains are not being included 
in current earnings this year, which 
partly distorts the picture as in the 
first eight months of 1935 net earn- 
ings of $5.83 per share included 93} 
cents per share of net gained from 
metal sales in excess of prices at 
which these metals were taken into 
earnings at time of production. Com- 
pany’s earnings have been aided by 
larger consumption of base metals 
at rising prices, but uncertainty in 


the silver outlook dictates against 


representation in the common stock. 
(Factograph No..44. Also FW, July 
15.) 


Youngstown Sheet 

Speculative holdings of the com- 
mon, around 79, need not be dis- 
turbed at this time. The present 
conversion rate of the debenture 3}s 
was erroneously stated at $663 for 
the common in the September 16 
number of THE FINANCIAL WORLD. 
The conversion until February 1, 
1938, is into the common stock at 
$62.50 per share. The conclusion 
that holders of called bonds of this 
issue should either sell their holdings 
or convert into the common stock is 
not affected by the error. (Facto- 
graph No. 23.) 


Leverage—An Important Factor 


Continued from page 324 


Corporate Earnings Reports 


EARNED PER SHARE 


12 Months to Aug. 31 
ON COMMON STOCK 1936 1935 


Commonwealth & Southern.......... $0.07 p$5.48 
Kansas City Power & Light........... p98.03 p86.31 
8 Months to Aug. 31 
Bangor & Aroostook................. ; 1.98 3.86 
Caterpillar Tractor.................. 3.29 2.05 
Chesapeake & Ohio.................. 3.25 2.31 
Hudson & Manhattan............... nil nil 
0.99 0.62 
MinneapolisBrewing................ 0.62 
New York, Chicago & St. Louis. ...... 0.66 D5.26 
Norfolk & Western Ry............... 13.43 9.38 
6 Months to Aug. 31 
vk 1.25 0.81 
3 Months to Auz. 31 
12 Months to July 31 
Oppenheim Collins. D0.08 D2.96 
7 Months to July 31 
Alabama Gt. Southern .............. 1.84 D0.94 
Atchison, Topeka & Santa Fe......... pl.74 p2.18 
Atlantic Coast Line................. 1.72 D0.76 
Baltimore & D1.25 D1.92 
Chicago Gt. Western R.R............ D3.48 D4.88 
Louisville & NashvilleR.R........... 3.45 1.38 
Pennsylvania R.R.................. 1.29 0.86 
Southern PacificCo................. 0.35 D0.80 
Western Auto Supply................ 4.73 
6 Months to July 31 
Arnold 0.08 D0.24 
Interstate Dept. Stores.............. 1.91 p0.50 
United Electric. Coal................. 0.32 nil 
6 Months to June 30 
0.52 0.33 
Kennecott Copper.......... nee 0.84 0.32 


D Deficit. p On preferred. 


from the viewpoint of the common 
stockholder, there is a double lever- 
age when, in addition to a fairly high 
bond ratio, a substantial amount of 
preferred stock is outstanding. The 
Pere Marquette has only 51 per cent 
in bonds, but preferred stocks account 
for 17 per cent of total capitalization, 
which means total senior securities 


amounting to 68 per cent of capitali- - 


zation. The leverage factor is even 
stronger in the case of the Nickel 
Plate (N. Y., Chicago & St. Louis). 
These roads may be expected to re- 
port much larger percentage gains 


in per share earnings than more con- | 


servatively capitalized roads such as 
the Pennsylvania. 

It should, of course, be recognized 
that leverage is only one of a number 
of factors which must be weighed in 
gauging the prospects for a railroad 
equity. No study of railroad capi- 
talization is complete without a con- 
sideration of rentals for leased lines 
and terminal properties. Such rental 
payments bulk large in a number of 
cases, of which the Delaware, Lacka- 
wanna & Western is a good example. 
The type of traffic handled, making 
for relative stability or instability of 
gross revenues, is especially im- 
portant. The Bangor & Aroostook 
isacase in point. This road was able 


to realize substantial earnings for its 


common stockholders throughout the 
depression; its revenues declined only 
about 27 per cent from 1929 to 1932 


as against an aggregate decline of 


about 50 per cent for all Class I roads. 
Total capitalization in relation to 
mileage and to average traffic density 
are also important factors. The capi- 
talization of the New York, Ontario & 
Western is heavy in proportion to 
mileage and traffic density; the road 
has had a difficult struggle to cover 
fixed charges despite the fact that 
only 34 per cent of capital is repre- 
sented. by funded debt. On the other 


Send this advertisement 
- for 2 weeks free trial 


The Gartley 
Weekly Stock | 
Market Review 


A ten page weekly analysis of 


stock price trends; a specific = 
technical review of from 30 to 
40 stocks and other important 
and valuable market comment 
and opinion. Prepared by H. 


M. Gartley, Inc., outstandin 
authoritiesonthetechnica 
interpretation of stock price 
movements. D 


H.M.Gartley,Inc. 


76 William Street, New York — 


it 


3-TREND 


SECURITY 


Up-trend and volatile stocks told at a glance by 
this graphic service, issued monthly. 


Pictured uniformly in separate charts are the 
3-Trends of earnings, dividends and price ranges 
for each of 201 leading listed stocks, complete 
with instructions, data tebles, current market in- 
terpretive comment and ‘‘work sheet.’’ This last 
is a unique tool for measuring price-earnings 
relations, dividend coverage and_ better-than- 
market action. 


A practical service enabling 
informed market decisions. 


Latest Portfolio Ready September 30. 
Send $3 Today—3 Months’ Trial $8. 


SECURITIES RESEARCH CORPORATION 
45 MILK STREET. BOSTON. MASS. 


CAN 


Gov. Landon 
WIN? 
Institute’s Latest Political Survey FWS-30 FREE 


American Institute of Finance 
137 Newbury St., Boston, Mass. 


DIVIDENDS 


McCALL CORPORATIO 
44th Common Dividend . 
The Board of Directors has declared 
a quarterly dividend of 50¢ per 
share, payable November 2, 1936, 
to stockholders of record at the 
close of business October 15, 1936, 
J. D. HARTMAN, Treasurer. 


Philadelphia Electric Power Company 


The thirty-second quarterly dividend of 
Fifty Cents ($0.50) per share upon the 
eight per cent. cumulative Preferred Stock 
will be paid October 1, 1936, to Stock- 
holders of record September 10, 1936. 


W. E. LONG, Treasurer. 


SEEMAN BROTHERS, INC. 
COMMON STOCK DIVIDEND 
A quarterly dividend of 62%c. per share on the no 
par value Common Stock of this Company was this day 
declared, payable October 31st, 1936, to shareholders 
of record at the close of business on October 15th, 1936. 
Checks will be mailed 
‘ MAX L. MASIUS, Secretary 
New York, N. Y., September 23, 1936. 
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“Your Timely Letter 
Just Saved $250.....” 


® The value of continuing supervision of investment 
portfolios according to the procedure perfected by 
The Financial World Research Bureau is well illus- 
trated by the following letter from a client who has 
been enrolled since March 1929: 


Receipt is acknowledged of your letter of September 10 regarding my 
Allis Chalmers Bond called for October 5 and suggesting the purchase 
of 10 shares of Fairbanks Morse common. 


Your letter again proves the value of the service you render your 
clients and I very much appreciate your interest in my case. Before 
the receipt of your letter I was sure that the only thing that I could 
do with this called bond was to hold it until October 5 and then 
accept the called price 103 as I got in touch with my bank upon 
receipt of your former letter and they advised me that I could not sell 
a called bond at the market price but only at the called price. I 
asked them to verify this with their broker, this they did and the 
broker reported that this was correct. 


This morning upon receipt of your letter of the 10th I again got in 
touch with my bank and asked them to check this matter again and I was 
then informed that both they and the broker were wrong—that I could 
sell the bond at market price of $155. This I immediately did and your 
timely letter just saved me $250 (on a $500 bond). 


® This is just one illustration of how our clients are guided 
in making the most of opportunities for investment gain and 
greater income. The switch suggested incidentally added 
$30 to the client’s income, besides saving $250 which he 
would have lost had he relied upon what normally ranks as 
a good source of information. 


@ It is because of just such guidance as this that our clients 
realize the moderate annual fee for supervision is merely 
an item of essential business expense, which justifies itself 
over and over throughout the year. Our method keeps your 
entire portfolio delicately adjusted to the determinable in- 
vestment prospect. You avoid the danger of over-estimating 
or underrating any factor in the situation. Each client is 
guided in an individually prepared program adapted to his 
own problems, requirements and resources. 


The cost is small—one-fifth of one per cent of 
the liquidating value—with a minimum annual 
fee of $100 which covers portfolios up to $50,000. 


Mail your list of holdings with your annual fee today—or use the 
coupon for a full description of the service. 


PLEASE explain (without obli- 
gation to me) how your per- 
sonal supervisory service would 
assist me to build up my capital 
and increase my income. I enclose 
a list of my investments, showing 
the number of shares and their 
original cost. 


hand, the capitalization of the Louis- 
ville & Nashville is conservative in 
relation to traffic density and substan- 
tial amounts were earned for common 
stockholders in every year but one 
of the depression, despite the 66 per 
cent bond ratio. 

Nevertheless, the leverage factor 
deserves the careful study of those 
who are interested in rail equities 
primarily from the viewpoint of ap- 
preciation possibilities in a major up- 
ward trend of traffic and earnings. 

* * 


An article covering several 
rail equities which appear to 
have interesting possibilities be- 
cause of the leverage factor will 
appear in an early issue of 
THE FINANCIAL WORLD. 


RAILS TO SHOW GAINS? 


Concluded from page 320 


Any discussion of the problem of 
deferred maintenance would not be 
complete without mentioning the 
railroads in receivership, many of 
which have been able, by using money 
normally needed for interest, to put 
their property in excellent physical 
condition. During the last three 
years the 19 major roads now in re- 
ceivership spent, while in the hands 
of trustees, 34.8 per cent of gross 


| for maintenance. This compares 


with but 30.5 per cent for all Class 1 
roads. When their reorganizations 
are effected some of these roads will 
require only normal maintenance and 
net profits will thus be permitted to 
rise proportionately with gross. Fur- 
ther, at the end of receivership, as 
excess maintenance expenditures are 
tapering off, tremendous percentage 
increases in net profits should be re- 
corded. Even before receivership is 
ended some roads should show better ~ 
than average increases in net since 
their maintenance, already high, will 
not be increased more than propor- 
tionately with gross. This was indi- 
cated in the first quarter results. All 
Class 1 roads brought 16.9 per cent 
of increased gross through to net as 
compared with 33.7 per cent for the . 
12 major roads which were in receiv- 
ership prior to January 1, 1935. 

In short there are splendid profit 
possibilities in railroad securities 
today just as there have been in past 
recovery periods. The defaulted 
bonds are the most attractive securi- 
ties in this group, thus likewise re- 
peating history. The railroads ob- 
viously have their difficulties but 
these have been exaggerated and the 
favorable aspects minimized. These 
conclusions refer distinctly to the 
intermediate period of the next year 
or two of this cyclical recovery and 
not to the long-term investment posi- 
tion of railroad securities. 
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Prospects for Investors in 
Rail Reorganizations 


Twenty important railroad companies are in receiver- 
ship or bankruptcy trusteeship, and will eventually have 
to be reorganized. Progress thus far has been slow. 


or bankruptcy trus- 
tees are operating 71,658 miles 
of railroad in the United States, 
which compares with 40,819 miles in 
receivership in the great railroad 
panic of 1893-1894. In 1935, almost 
30,000 miles were added to the total, 
and only 463 miles subtracted by 
termination of receiverships. Al- 
though special legislation intended 
to facilitate rail reorganizations 
(Section 77 of the amended Federal 
Bankruptcy Act) was enacted early 
in 1933, not one major railroad has 
completed a reorganization. This is 
true of railroads in equity receiver- 
ship (the means of reorganization 
used before 1933) as well as those 
which filed petitions under Section 
77. 

After the new type of trusteeship 
had been tried for about two years, 
it became evident to all that the pro- 
visions of the law giving minority 
groups of stockholders and junior 
creditors what amounted to a veto 
power over reorganization plans 
which were not sufficiently liberal 
from their viewpoint threatened to 
delay recapitalizations interminably. 
Consequently, in August, 1935, the 
law was amended in several important 
respects, notably the requirement 
that the debtor company file a plan 
of reorganization within six months, 
and the power given to the courts to 
approve a plan even though not ac- 
cepted by holders of two-thirds of 
the stock and creditors’ claims, if 
the judge should be satisfied that “it 
makes adequate provision for fair and 
equitable treatment for the interests 
or claims of those rejecting it.” 


What Next? 


Even these amendments have 
proved ineffective. Some plans which 
have been filed are evidently formal- 
ities intended merely to comply with 
the time limit; they are so utterly 
impracticable that they can never 
serve as a basis for reorganization. 
In respect to the provisions giving 
judges wide discretion in approving 
plans in the face of security holder 
opposition, some leading jurists are 
convinced that they are clearly un- 
constitutional. In the meantime, 


there is much evidence of the natural 
tendency of the junior interests to 
delay the formulation of definitive 


plans as long as possible in the hope 
that the upward trend of rail rev- 
enues will continue for several years 
more. The higher the level of earn- 
ings at the time of reorganization, 
the more favorable the treatment 
likely to be meted out to junior bond- 
holders and stockholders. 

Consequently, holders of securities 
in receivership roads must be pre- 
pared to draw further upon their 
reserves of patience. The new sur- 
tax on undistributed earnings, unless 
repealed or drastically modified, will 
tend further to delay many impor- 
tant rail reorganizations. In view 
of the necessity of building up the 
properties of most of these carriers 
out of current earnings, the receiv- 
ership roads can afford to pay 
neither dividends nor the heavy pen- 
alty taxes provided by the Revenue 
Act of 1936. 

On the other hand, continuance of 
the sharply rising trend of rail 
traffic would eventually solve most of 
the problems of reorganization. It 
provides some basis of hope for hold- 
ers of junior securities and is in- 
creasing the significance of relative 
lien position of the intermediate and 
senior bonds. 


Every Serious Investor 
Should Be Interested 


—in a service used by profes- 
sional Investment Counselors, 
Bankers, Trustees, as well as 
scores of experienced investors, 
in analyzing trends, detecting 
turning points and determining 
definitely 


WHICH STOCKS TO BUY 
— WHICH TO AVOID NOW 


@ Before you buy any stock send for 
FREE BULLETIN and see for 
yourself how clearly it groups the 
stocks to buy—those to avoid. We 
will also send you an interesting de- 
scription of the two simple methods 
that govern sound investing in com- 
mon stocks. No obligation, of 
course. 


Ask for pamphlet FW1. 


SECURITIES ADVISORY COUNSEL, Inc. 
29 Broadway New York, N. Y. 


Available 
1936 


BROOKS RAILROAD 


MORTGAGE TABLE 


FIFTH EDITION 


A comprehensive tabular analysis of rail- 
road debt structures. Individual issues val- 
ued from the standpoint of lien, traffic, loca- 
tion, lease agreements, applicable earnings 


and worth under reorganization. Revised 
quarterly, 
Endorsed by Leading Financial Institutions 


$30 per year 


For further particulars address 


BROOKS EARNING INDICATOR 
INCORPORATED 
(Est. 1925) 


15 William St. New York 


THE ECONOMIST of London 


Now Vital to American Investors 


It is no longer sufficient for an investor to be informed on conditions 
in his own country. All parts of the world are so closely allied 
through radio, aeroplane, etc., that shrewd American investors are widen- 
ing their financial horizon by learning basic conditions in world 


markets. By reading the world’s premier financial and economic journal— 


THE ECONOMIST of London (established 1843)—you should be more successful in 
your investments, even though you confine your operations to American securities. 
Many American investors in 1929: were greatly irfluenced in getting out of the market 
at the right time by knowledge of conditions in Europe. Improve your investment 
perspective by reading THE ECONOMIST of London. 


$1 Trial Offer 


If you return this “ad” and $1 at once you can improve your knowledge of 
international financial conditions by receiving the next four weekly issues of 
THE ECONOMIST of London. Remember, ‘‘THE ECONOMIST’s” articles are eagerly 
read and command unbounded respect in every business center of the world. Send $1 
for four weeks’ trial or $7.50 for a six months’ subscription. 


Address — INTERNATIONAL NEWS COMPANY 
131 Varick Street New York, N. Y. 
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The FINANCIAL WORLD 


Current 
Literature 


Upon request, and without obliga- 
tion, any of the literature listed be- 
low will be sent free direct from 
the firms by whom issued. To ex- 
pedite handling, each letter should 
be confined to a request for a single 
item. Print plainly and give name 
and address. 


CURRENT LITERATURE 
DEPARTMENT 
THE FINANCIAL WORLD 
21 West Street, New York, N. Y. 


Opp Lots—This booklet gives use- 
ful trading facts and marginal re- 
quirements as well as commission 
charges. (Published by John Muir & 
Co., Members N.Y. Stock Exchange.) 


SOME FINANCIAL Facts—A 24-page 
booklet containing a brief description 
of the American Telephone & Tele- 
graph Company and the organiza- 
tion and operations of the Bell Sys- 
tem. It is illustrated throughout with 
maps, graphs and charts, and is of 
interest to every investor in public 
utility securities. (Made available by 
American Telephone & Telegraph 
Co.) 


TRADING METHODS — 24-page in- 
formative booklet on this subject. 
(Published by Chisholm & Chapman, 
Members N. Y. Stock Exchange.) 


24 INnpusTRIAL Groups showing 
earnings record through 8 years and 
chart of earnings in first half of 
1936—statistics on 90 preferred stocks 
—information on 595 common stocks. 
(Made available by James M. Leo- 
pold & Co., Members New York 
Stock Exchange.) 


CHARTS OF STOCK MOVEMENTS IN 
FRE-ELECTION MONTHS SINCE 1900. 
(Made available by Lapham, Davis 
& Bianchi, Members New York Stock 
Exchange.) 


Is THIS THE TIME TO BUY COMMON 
Stocks? A brief discussion on this 
subject. (Prepared by Lord, Abbett 
& Company.) 


Wuat Is AN RoyALty ?—De- 
scriptive booklet. (Made available 
by Leigh J. Sessions Corporation.) 


Stocks, Bonps, COMMODITIES — 
Folder explaining trading methods, 
commission charges and commodity 
units. (Published by J. A. Acosta 
_& Co., Members N. Y. Stock Ex- 
change.) 


SECURITIES OF THE CITY OF NEW 
YorkK—54-page booklet which is a 
digest of information about the City 
of New York. The material has 
been derived chiefly from official 
sources. (Published by R. W. Press- 
prich & Co., Leading Bond House.) 
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Weekly 


Business and Financial Summary 


° 1936 

Weekly Trade Indicators Sept.19 Sept. 12 Sept. 5 Py, 

*Crude Oil Production (bbls.)............. 3,037,000 3,020,850 3,008,550 2,774,500 

Electric Power Output (000 K.W.H.)..... 2,170,807 2,028,583 2,098,924 1,851,541 
7Steel Output (% of capacity)............ 74.4% 72.5% 68.2% 48. 

tAutomobile Production (U.S.A.)........ 26,640 27,619 31,601 12 600 

Wholesale Commodity Price Index. ...... 82.1 82.9 82.3 81 
1936 19 

Sept. 12 Sept. 5 Aug. 29 Senet 

§Bank Clearings New York City.......... $2,973 $3,783 $3,19 245 

§Bank Clearings Outside New York City... - $1,977 $2,324 $2,197 $2'163 

Total car loadings (number of cars)... .... 699,859 764,680 753,742 699786 

Bituminous Coal Production (tons)....... 1,558,000 1,369,000 1,333,000 1,398,000 
Financial World Index of Industrial ; 

73.5 73.7 74.4 51.5 


*Daily Average. j+As of beginning of following week. 
§ Journal of Commerce. 


Federal Reserve Reports 


tWard’s Report. §000,000 Omitted, 


1936 1935 
Member Banks, 101 Cities Sept. 16 Sept. 9 Sept. 2 Sept. 18 
(000,000 omitted) 
ee $3,241 $3,280 $3,177 $3,064 
U.S. Government securities held......... 10,623 10,487 10,499 9349 
Total commercial loans................. 4,17 4,113 4,067 3, 
Total net demand deposits. ............. 14,910 14,918 14,867 13,237 
Reserve System 
Federal Reserve Credit Outstanding...... 2,495 2,482 2,463 2,472 
Total Money in Circulation............. 6,255 6,276 6,225 Y 
*Other than U.S. Government Securities. 
Miscell F 1936 1935| 
iscellaneous Factors Sept. Aug. July Sept. 
*U.S. Government Debt................ $33,356 $33,380 $33,343 $29,421 
Building Contracts. Daily Average (F. W. 
Dodge)—in millions.................. 9.94 10.59 11.34 6.97 
Aug. July June 
tNew Capital Flotations................. $170,799 $68,809 $151,874 $29,795 
July June May uly 
*Farm Income—Total (including subsidies) $711 $582 $521 $451 
*Farm Income—Subsidies............... 24 57 51 1 


*000,000 Omitted. tCorporate new issues only; exclude refunding; 000 Omitted—Commercial & 


Financial Chronicle. 


Dow-Jones Common Stock Averages, Closing Figures 


17 18 
166.25 167.76 1 
Daily Volume N.Y. S. E. 
773,570 1,273,870 


September 
19 21 22 23 
68.93 168.90 169.47 169.01 
56.36 56.36 56.47 56.30 
34.50 34.33 34.25 34.05 


897,300 1,770,000 1,550,000 1,480,000 


Weekly Car Loadings 


Freight car loadings refiect current sectional business conditions. Loadings from the 15th to the 
15th give a rough indication of earnings for the current month. 


Week ended 


Sept. 5 Aug. 29 Aug. 22 Sept. 7 

Eastern District 1936 1935 
55,425 54,261 54,028 42,735 
35,034 36,186 35,225 28,084 
Delaware, Lackawanna & Western......... 15,699 16,523 14,277 11,536 

28,367 28,200 27,129 21,933 
New York, New Haven & Hartford......... 22,564 21,247 20,976 18,372 
84,658 79,866 78,251 64,946 
New York, Chicago & St. Louis............ 15,410 14,602 14,778 11,834 
115,469 111,178 109,611 82,625 
Southern District 
Northwest District 
Chicago & Great Western................. 5,853 5,799 5,755 5,017 
Chicago, Milwaukee, St. Paul & Pacific... .. 30,383 30,144 30,989 25,370 
Chicago & Northwestern.................. 39,564 38,349 39,201 33,697 
14,925 15,021 15,040 13,131 
Central West District 
Atchison, Topeka & Santa Fe.............. 26,887 27,129 26,261 21,908 
Chicago, Burlington & Quincy............. 25,894 25,458 24,811 21,652 
Chicago, Rock Island & Pacific............ 22,295 21,211 20,553 16,547 
Chicago & Eastern Illinois. ............... 5,099 4,942 5,019 4,38 
Denver & Rio Grande Western............. 7,244 7,746 6,114 5,773 
Southern Pacific System. ........s0ccscees 39,182 39,465 38,989 30,387 
Southwestern District 
4,127 4,352 4,116 3,026 
St. Louis-San Franciesco................... 13,665 13,770 12,642 10,714 
St. Louis-Southwestern................... 4,790 4,502 4,363 3, 


(Compiled from Association of America 


n Railroads figures) . 
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to the Fall 
Political, Industrial and Market Outlook 


A NUMBER of leading financial authorities have recently expressed the 
opinion that regardless of election results, many corporations will show 
increased volume and profits in the next six months. As the expected 
) betterment will not be uniform, it is important to have your investment 
, program contain the securities of those companies that have the best outlook 
| for a substantial improvement. For this reason you will find it doubly worth 
while to become a subscriber for THE FINANCIAL WORLD at once. Not 
only will the timely articles and regular departments in each issue give you 
a better perspective on the whole investment situation but in addition you ee 
may have a survey of 20 of your listed securities if you mail the coupon oe 

below before November 1st. a 


Without our expert guidance you may dispose of just the securities that 
you should continue holding simply because their action in the past six 
months has been disappointing to you. Onthe other hand, we will advise you 

to dispose of stocks with a beclouded outlook. We will help you to readjust 
your program on the basis of actual values rather than temporary market 
fluctuations. In the long run, basic values determine market prices. 


| With clearly defined prospects for better business and better stock prices, 
) you cannot afford to delay mailing the coupon that should do much to 
| prepare you for the opportunities still available to well-informed investors. 
) 


IMPORTANT — MAIL THIS COUPON BEFORE NOVEMBER 1, 1936 


I 
| 


8-30 


%FINANCIAL WORLD 


21 West Street, New York, N. Y. 


For enclosed $10 please enter my annual subscription for THE FINANCIAL WORLD each week, a copy of “Independent Appraisals . 
of Listed Stocks” each month, an immediate free survey of twenty of my listed securities and the regular monthly advice privilege 
as per your rules, Also send me the reprints of “Fall Outlook for Business and Stocks,” SemieAnnual Forecast entitled “Dividend 
Prospects for Leading Big Board Stocks,” ‘Facts Pointing to a Major Credit Inflation,” besides important analyses pointing out 
individual stocks of more than average attractiveness. 


SPECIAL OFFERS—CHECK YOUR CHOICE 


oO Annual subscription with complete indexed book of 735 original “Stock Factographs” and 224 revised 
“Stock Factographs”—Remit $11.25. . 


Annual subscription with 224 REVISED “Stock Factographs’”—Remit $10.35. 
Cc Annual subscription with 256-page Bond Book (just off the press)—Remit $10.50. 


\ 


THR SCHWBINLER PRESS, N. Y. 
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THE RAILROADS ARE 
= GOING PLACES TODAY 


RAIN CREWS are smiling again. Once 

more, reservations are being made well in 
advance. Trains are leaving full—many of them 
in several sections. 

The railroads have helped traffic grow by 
preparing for it, by improving their passenger 
ie service to a point that would have been beyond 
=a belief a few years ago, and by doing the same 
with freight service. In addition to building 
streamlined passenger trains and modernizing 
existing equipment, they have ordered thousands 
ag of new freight cars, made more efficient by the 
ae use of USS High Tensile Steels so that they 
: carry more pay load than older cars, though 
weighing 25% less. 

Is it any wonder that, with all these improve- 
ments, the railroads are going places today? July 
gross revenues rose 27% for the Class 1 railroads 
as a whole, but their net operating income in- 
creased 129% over July 1935. 

We, like the investors of this country, are 
vitally interested in this progress. The railroads 
are among our best customers. They buy nearly 
20% of all the steel produced in this country. 
ie United States Steel has played an important 
See part in their recent advances. New and stronger 
oe alloy steels have lightened the burden of dead 
ai weight, and added to safety. Our Railroad Re- 

oe search Bureau has cooperated with the railroads 
in applying these new and better steels to new 
types of motive power and lighter, better 
equipment. 

Truly, the progress of the railroads and the 
progress of steel go hand in hand. 


AMERICAN BRIDGE COMPANY * AMERICAN STEEL & WIRE COMPANY 
CANADIAN BRIDGE COMPANY, LTD. * CARNEGIE-ILLINOIS STEEL 
CORPORATION * COLUMBIA STEEL COMPANY * CYCLONE FENCE 
COMPANY * FEDERAL SHIPBUILDING AND DRY DOCK COMPANY 
NATIONAL TUBE COMPANY * OIL WELL SUPPLY COMPANY * SCULLY 
STEEL PRODUCTS COMPANY * TENNESSEE COAL, IRON & RAILROAD 

COMPANY * UNIVERSAL ATLAS CEMENT COMPANY 
United States Steel Corporation Subsidiaries 
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